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Investment Demand 


On Jan. Ist there will be a larger 
amount of money available for invest- 
ment than has ever before been 
known in this country. We believe a 
large proportion of this amount will 
be investment in Municipal Bonds on 
account of the recent doubling of the 
Income Tax. Municipal Bonds are 
exempt from the Federal Income Tax 
and no certificate of ownership is re- 
quired in cashing the coupons. Write 
for our 


January List of Municipal 
Bonds 


Bonds may be purchased for immediate 
or later delivery on or about Jan. 1, 1917. 


William [2 Qmpton (0. 


Municipal Bonds 
Over a Quarter Century in this Business 
14 Wall Street, New York 
St. Louis. Cincinnati Chicago 
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Investing for Safety and Income Only 


HE Pendulum of Business and Finance having swung far out upon the 
T Prosperity side, we must sooner or later expect to see the market discount 
conditions which will prevail after the war. In fact, the discounting 

may already have begun. 

Of present markets and prices we are certain. Beyond, all is uncertainty. 

In business, speculation or investment, it is not what you make, but what 
you keep that paves the way to a comfortable old age. And as an opportunity 
such as that of the past two years will probably not recur in another quarter 
century, we should look upon our profits as a windfall of the war, and put them 
where they cannot get away from us. 

Those who have followed the advices contained in this magazine are in a 
position to do this, because they liquidated when the market was strong and 
prices not far from the highest. 

But the retention of all our commercial or financial profits in the form 
of cash would place a standing temptation in the path of financial independence, 
for men are apt to regard their bank accounts as awaiting opportunities and 
be too eager to put them to work. 

The thing to do, therefore, is to invest the bulk of our profits in high grade 
securities “for safety and income only.” We use this term because a period 
of high prices is not the time to invest for profit. Those who make that mis- 
take will find themselves in no position to take advantage of bargains when 
the next depression comes. A depression, severe or otherwise, will, sooner or 
later, follow the present boom as surely as today’s sun will set. 

The income-bearing securities which.we should now buy, and the other 
permanent investments which we should now make, might well represent three- 
quarters of our increased wealth. One who has cleared one hundred thousand 
dollars should put away seventy-five thousand dollars where “they” can’t get 
it away from him. Then by retaining the balance in cash, he will still be in 
a position to operate in securities involving more risk, when opportunities offer. 
He can also use his permanent itivestments is collateral if required. 

With a desire to point out this safe road for our readers, we present, in the 
following pages, the éssential points on several kinds of solid investment 
mediums adapted to such profit-funds, viz.: Government Bonds, Municipal 
Bonds, High Grade Railroad Bonds, Convertible Bonds, $100 Bonds, Railroad 
Equipment Bonds, “Interned” Bonds, High Grade Industrial Bonds and Pre 
ferred Stocks, Short Term Notes, Guaranteed Stocks, Public Utility Isenes 
and Standard Oils. 
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The Peace Panic—War Stocks—Steels and Coppers—Railways 
—The General Prospect 





in the two preceding issues of this publication made itself strongly felt 

at the first unsettling news, which proved to be the formal request of the 
Central Powers for a peace conference. Under any conditions such a develop- 
ment would have caused some decline, but the extent and severity of the decline 
was the result of the “technical position” of the market. 


Discounting Peace 


HE bearish effect of the peace proposal was not so much due to any expecta- 

tion of immediate result—which must, at the best, be rated as doubtful— 

as to the forcible reminder that the gradual exhaustion of both sides must 

bring peace, that we have no means of knowing how soon that time may come, 

and that the stock market will certainly begin to “discount” peace long before 
it is definitely in sight. 

This is nothing new. Both business men and investors have had it in 
mind, in a general way, for many months, in fact ever since the war began; 
but in the enthusiasm of recent months it has been partly forgotten. All the 
emphasis has been placed on the probability that the war would continue, 
since the end was not in sight. Not only in the security markets but in every 
line of business buyers have been more inclined this fall than at any previous 
period to act on the supposition that the war is a reasonably permanent factor 
in the situation, akthonsh any sober consideration of the case must lead to the 
conclusion that every month of war brings us one month nearer the end and 
that increasing exhaustion makes the rate of approach faster and faster the 
longer the war continues. 


é ber overbought condition of the stock market to which attention was called 


The War Stocks 


THE fact is that the war stocks proper—that is, the stocks of companies 

directly supplying munitions to the Allies—have been discounting peace 
for a year. Very few of them have sold as high in 1916 as in 1915. The 
process of discounting the war yor of these companies really ended about a 
year ago and the discounting of their return to a peace basis began. In some 
instances it has made already considerable progress, especially where war 
profits turned out much smaller than expected or even entirely non-existent— 
as has so far been the case on the big rifle contracts of several companies. In 
other cases, where profits came nearly up to expectations, the decline from 
the high prices of 1915 has been relatively small. 

It may safely be assumed that our big sales of munitions direct to Europe 
are pretty much over. Lloyd George has turned England into one big munition 
factory. Practically the same is true of France, and to a less extent of Italy. 
Moreover, there is no doubt whatever that these countries have excelled us in 
the quality of the munitions turned out. Hence they have every inducement 
to keep their future munitions orders at home. Russia is in a different position 
and may still call upon us for further munitions, but the total of our future 
sales must be very much smaller than has been the case heretofore. 

Our war stocks must respond to this condition. The large profits already 
made by many of these companies will greatly strengthen their position as 
cempared with any before-the-war period, but in few if any cases will they 
warrant the wild prices established by speculators. 
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Steel and Copper Issues 


AS the foreign demand gradually shifted from actual munitions to the ma- 

terials for making munitions, speculation shifted with it and the highest 
prices for the Steels and Coppers have in nearly all instances been made re- 
cently. This is the second oes of the war demand. It is not yet possible to 
say that it has reached its climax but it must certainly be accepted as true that 
the stocks of these companies have reached a level where further advances 
must be on dangerous ground. 

Europe may go on buying our raw materials regardless of price—which is, 
of course, just what she has been doing for the last three months. But the 
price structure at such a level is necessarily top-heavy. Even rumors of peace 
must check further advances, and definite peace prospects would certainly send 
a severe chill down the spines of holders of those stocks. 

It is not enough to say that orders already booked assure the companies of 
big profits for six months or more to come, for stock prices will be based not 
on current earnings but on future prospects. The prices of our steel stocks, 
for example, have never continued to advance after unfilled orders began to 
show a definite tendency to fall off. 

There will be a considerable demand in Europe for our steel and copper 
after the war for purposes of reconstruction, and doubtless a good demand for 
our machinery; but we have no means of knowing how great that demand will 
be, and it certainly will not be of anything like the urgency that has character- 
ized the war demand. If Europe buys largely from us after the war, it will 
be on a basis of competitive prices. 


The Railroads 


THE relative firmness of the railway stocks in the recent “peace panic” was 

notable. It was principally due to the small amounts of those stocks 
carried on margin. The level of our railroad securities cannot be called high. 
The causes which have prevented these stocks from following the wild specu- 
lation in the industrials are too well known and have been too frequently 
reviewed to require any special analysis here. 

The roads are, however, doing a splendid business. If the wage controversy 
is settled without adding too much to their expenses there seems to be no 
reason why the prices of their stocks should not respond to a reasonable extent. 
Nevertheless, we see little encouragement for the investor to load up with 
railway stocks unless they have a greater decline than has so far occurred. 
The same condition of higher costs and nearly stationary rates is likely to 
continue. 

In view of the somewhat unfavorable conditions under which the roads 
are compelled to work, the investor can well afford to wait for declines before 
buying. The history of the markets shows very plainly that, broadly speaking, 
periods of the greatest prosperity in general business have been the times to 
sell railroad stocks on advances, not to buy on trifling declines. 


The Prospect 


‘(HE situation may be summed up as follows: After two years of the most 

remarkable bull markets ever known, with an unprecedented participation 
by the general public in active speculation, and with a similar rise in all other 
prices and in the cost of living, it is not, in our opinion, sound judgment for 
the investor to enter the market on any considerable scale. He is likely to get 
better results by waiting for opportunities to buy at a lower level. 

















Government Bonds 


Foreign Issues Which Are Sound Government Bonds 
with Profit Possibilities— Why U. S. Bonds Are 
Not Tempting Investment s—Classification of For- 
eign Bonds 





' By L. RAYMOND WALKER 


A 





NE of the soundest principles in 

investing money is “diversify your 

investments.” Englandvand Ger- 
many, the great investor nations of the 
old world, acted on this principle. The 
English and German investors supplied 
the money for their immense industrial 
concerns by investing their funds in the 
stocks of their industrial corporations. 
They bought their own national and 
municipal bonds, their real estate and 
farm mortgage bonds, and besides they 
took a great interest in foreign se- 
curities. Government municipal rail- 
road bonds and stocks of countries 
of the whole world are owned in Eng- 
land as well as Germany, which coun- 
tries owe their great financial strength 
to this sound policy of their investors: 
France, the nation of small investors, 
did not adhere to the sound principle of 
diversifying investments to the same 
extent. The French investors, for politi- 
cal reasons, had to act as Russia’s 
bankers, and invested an immense 
amount in Russian Government and 
railroad bonds. This preponderance of 
Russian securities in France’s holdings 
of foreign securities proved to be a great 
handicap to France during the war. 


U. S. Government Bonds Not Attractive 


While the American investor has 
plenty of opportunities to invest in 
stocks and bonds of industrial and rail- 
road corporations, in farm mortgage 
bonds and municipal bonds, United 
States Government bonds yield such a 
low rate of interest that they do not at- 
tract the private investor; they are, as a 
matter of fact, largely held by banks and 
other financial institutions, serving as a 
basis for issues of national bank notes. 
If the private American investor intends 
to invest in Government bonds, he must 


look to the bonds of foreign govern- 


ments, and the great war in Europe has 
given the American investor plenty of 
opportunities. Without losing sight of 
the fact, that the United States is at 
present the most prosperous country on 
thé face of the globe, the cautious in- 
vestor will realize that poor times may 
be in store for this country. The 
American investor who has a certain 
percentage of his funds invested in 
sound foreign securities, has diversified 








CLASS 1 


FIRST GRADE FOREIGN GOVERN- 


MENT SECURITIES 
Yield 
Per Cent 


Republic. a % 


Jap. 4%4s, Ist & 2d series. .... 
Dom. of Canada 5s 1921, 1926, 1931 
United Kingdom 5s 1918 

™ cf 5%s.... 1919-1921 


American For. Secur. 5s. 1919 








his investments in the true sense of the 
word. He will profit from his foreign 
investments if the United States should 
suffer a financial and industrial crisis, or 
if this country should become involved 
in a war with another powerful nation. 


Opportunities in Foreign Bonds 


The American investor who has made 
up his mind that it will be good policy 
for him to invest a certain percentage— 
say 10%—of his capital in foreign gov- 
ernment bonds, has at present unusual 
opportunities. The great world war has 
tremendously increased the supply of 
government bonds. The great six bel- 
ligerents of Europe which had a total 
national debt of 25 billion dollars before 
the war, have tripled their national debt, 
which may reach the 100 billion dollar 
mark before the end of the war. The 
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law of supply and demand teaches that 
the increase in the supply of government 
bonds of the belligerent nations is bound 
to depress the price, and it is, therefore, 
not probable that the price of the gov- 
ernment bonds of the belligerent powers 
will rise after the war. On the con- 
trary, all the signs point toward a 
decline in the price. The American 
investor who will invest in internal for- 
eign government bonds which are issued 
in the currencies of the respective 














CLASS 2 


SEMI-SPECULATIVE FOREIGN GOV- 
ERNMENT BONDS 


Yield 
Per Cent 
% 


Argentine 5s 
* 6s 
Chinese 6s 
Chinese Ry. 5s 
Anglo-French 5s 








countries has, of course, a tremendous 
advantage on account of the huge dis- 
counts at which the currencies of these 
countries are quoted in New York City. 

Take for example German 5% gov- 
ernment bonds, which although quoted 
around par, can be bought by the Ameri- 
can investor for $170 for every 1,000 
Mark ($240) bond, that is at about 
70%. There is a huge profit in invest- 
ing in these internal foreign government 
bonds, assuming that the currency of 
the foreign government in question goes 
back to par. No doubt the currencies 
of the strong belligerents of Europe will 
go back to par, but it may take a num- 
ber of years. Besides, the internal loans 
of Europe’s belligerents are subject to 
any taxes the foreign governments may 
see fit to levy. Furthermore, if the 
European war is unduly prolonged, 
. financial exhaustion may force a partial 
repudiation in the financially weaker 
countries. The internal national loans 
of the belligerent nations of Europe, 
which have become impoverished as a 
result of the big war, may be very 
attractive speculative investments, but 
they cannot be considered as safe first 
class investments for the . American 
investor. External foreign government 
securities like the Anglo-French 5’s are 


free of British or French taxes, but they 
will not benefit from any recovery in the 
foreign exchange situation, as they are 
issued in dollars. Anglo French 5’s will 
net about 7%. The investor who is look- 
ing for a very high yield and is willing 
to take a semi-speculative investment, 
should pick a government bond of one 
of the belligerent nations. English and 
German bonds, the bonds of the finan- 
cially strongest nations, may be consid- 
ered the safest, with French bonds rank- 
ing next. Italian, Russian, Austrian 
bonds, as the obligations of the financially 
weaker countries, do not offer the same 
degree of safety. 


Safe Foreign Issues 

The foreign government bonds, to 
which the American investor looking 
for a safe first class investment should 
turn, are the national obligations of the 
neutral countries and of the semi-bellig-- 
erents like Japan. While the belligerents 
have become much poorer, piling up 
huge debts during the last 2% years, 
these neutrals have been coining money 
out of the trade with the belligerents, 
while their national debts have barely 
increased. To these countries belong 
the six European neutrals—Spain, Hol- 
land, Switzerland, Sweden, Norway and 
Denmark. Switzerland and Norway 





CLASS 3 


SEMI-SPECULATIVE FOREIGN GOV- 
ERNMENT INTERNAL BONDS 
OFFERING LARGE FOR- 

EIGN EXCHANGE 
PROFITS 

Internal loans of England 


Internal loans of Germany 
Internal loans of France 








have issued dollar loans in the United 
States which yield a handsome return; 
and may be considered as safe and first 
class investments. In the same class 
are the 5% bonds of the Republic of 
Cuba, listed on the New York Stock 
Exchange. Cuba enjoys the benefit of 
a practical protectorate of the United 
States, her prime industry, the sugar 
industry, is booming, and wealthy 


Cubans are the buyers of Cuban Gov- 
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ernment bonds on the New York and 
London Stock Exchanges. 
South American Bonds 
As far as South American nations are 


concerned, the Argentine, Chile and 
Brazil may be considered as nations with 











CLASS 4 


SPECULATIVE FOREIGN GOVERN- 
MENT BONDS OFFERING 
LARGE FOREIGN EX- 
CHANGE PROFITS 

Loans of Austria 


Loans of Italy 
Loans of Russia 








stable governments, having a big future 
in store for them. Especially the Argen- 
tine, the strongest and most progressive 
nation of South America, offers a splen- 
did opportunity for the American 
exporter and her securities may be 
considered a comparatively safe and 
attractive investment, yielding between 
5% and 6% interest. Another attractive 
issue is the Chinese Government 6% 
notes due 1919 which were taken in 
Chicago and the Middle West, are 
secured by taxes, yielding annually more 
than the total amount. of the issue, and 
pay nearly 7% to the investor. Japan- 
ese 414’s, traded on the New York Stock 
Exchange, yielding about 5%, may also 
be recommended as a very good invest- 
ment. Japan has profited very exten- 
sively from the European war, being 
only nominally a belligerent. She has 
made enough money to become a buyer 
of her external debt, dealt in on the 


Stock Exchanges of New York, London 
and Berlin. 


Canadian Government Bonds 


Another semi-belligerent bond may be 
found in the obligations of the Dominion 
of Canada, dealt in on the New York 
Stock Exchange which yield an income 
of a little over 5%. The relations 
between the United States and Canada 
are so intimate, that she enjoys a far 
better credit in the United States than 
her mother country, Great Britain. 
While the direct and unsecured obliga- 
tion of England and France, Anglo- 
French 5’s yield 7% to the investor, the 
direct and unsecured obligations of the 
Dominion of Canada, yield a little over 
5%. Behind Anglo-French 5’s are the 
resources of the great British Empire 
and France, behind Canadian 5’s the 
resources of barely 8 million people. 
Although the American public rates the 
credit of Canada as A l, it seems that 
Canadian bonds command an unusually 
high price for the national obligation of 
the thinly populated colony of a Euro- 
pean belligerent. 

Bonds of belligerents, which may be 
considered as absolutely safe invest- 
ments, are the obligations of the English 
and French governments secured by 
American and other neutral securities 
as collateral. These bonds, United King- 
dom 5’s and American Foreign Securi- 
ties 5’s are dollar bonds, listed on the 
New York Stock Exchange, yield 
around 6%, are direct obligations of 
England and France, and are secured 
by collateral consisting of American. 
Canadian and neutral securities. 








Publicity 


Publicity must not be thought of as it is by a good many 
as a sort of umbrella to protect you against the rain of an 
unpleasant public opinion. It must be looked on rather as a 
social X-ray which shall reveal the bone and the tissue, even 
the very heart, of the body itself. The first real object of any 


policy of publicity. is that the management itself 


gain the 


personal confidence of the people.—Jvy L. Lee. 

















Investment Situation and the Small 
Investor 


Person with Limited Capital Becoming a Potent Factor in 
The Security Market — Some Excellent Investment 
Opportunities in $100 Bonds 





By ROGERS H. WOODS 





URING the past year reports from 
D the various security houses offer- 
ing service to the small investor 
indicates a continued increase in the 
volume of this character of business. 
The small payment service has become 
so universal that the investor has even 
been led to assume that this is just as 
much a routine service in any investment 
banking house, as taking deposits is in 
a Savings Bank. However, there are 
still a number of the larger houses that 
continue to feel that Wall Street is no 
place for the average salaried man with- 
out a surplus, and refrain from offering 
the desired facilities. The time appears 
to be approaching, nevertheless, when it 
will be the rule to do so, and not the 
exception. 

Furthermore, many a. salaried man 
or woman who never before earned 
any more than was necessary for fixed 
expenses, has suddenly found that a 
small surplus remained each week or 
month from their increased earnings. 
The method of selling securities in small 
payments which has been so extensively 
advertised has made a strong appeal to 
this latter class. 


Small Payment Plan 


From many standpoints this Small 
Payment Plan, or as it is also known, the 
Partial Payment Plan, has been one of 
the strongest influences towards en- 
couraging the person of moderate means 
to give attention to legitimate invest- 
ments. In the first place, if a house is 
selling securities, it must first of all place 
its funds in these securities. To do this, 
houses must have some confidence in the 
value of the securities, and by their own 
example can then conscientiously accept 
the investor’s funds to be applied in the 


same manner. Of course, where the 
purchase of stock is taken up, there are 
more uncertain elements than in the case 
of bonds. Stocks naturally and logically 
fluctuate in value, caused not only by the 
changing status of the issuing company’s 
affairs, but even more so by market con- 
ditions. It is a simple matter to gauge 
an opinion as to the goodness of a stock 
from the standpoint of continued divi- 
dends and safety of principal, based on 
the equity back of the issue, but it is not 
a simple matter, nor oftentimes even pos- 
sible to foretell the subsequent value of 
this stock from a market standpoint. It 
has been demonstrated time and time 
again that a sudden change of market 
conditions will radically affect the mar- 
ket value of a stock. 


$100 Bonds for Small Investments 


While there has been a great deal of 
buying of small amounts of stocks by the 
small investor in partial payments, a 
great deal of this business can. hardly be 
termed “investing.” The very mention 
of “stock” invariably implies to the un- 
initiated “speculation.” While it is not 
contrary to good judgment for any one 
to seek investment in a security that 
offers possibilities of appreciation in 
such a purchase, with this especially in 
value, still where the investor makes 
mind, as he often does when buying 
stock, a greater risk is taken than when 
a security is sought which merely offers 
permanency of value; and the ability to 
withdraw dollar for dollar of the money 
placed in it if the occasion should de- 
mand. Consequently an investor who is 
seeking a medium for saving is usually 
advised to buy $100 bonds. 

Another important element in the 
$100 bond market has been that in- 
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creased earnings have enabled many 
companies to resume the payment of long 
deferred dividends, resulting in the fact 
that many previously disheartened in- 
vestors who have hopelessly held on to 
these securities, have regained confi- 
dence in the market, and have again ven- 
tured forth seeking further investments. 
Profiting ~from~ experience, however, 
many of them have sought the bond 
market, and particularly the $100 bonds, 
so that they would obtain an assurance 








TABLE 1 
List of Sound $100 Bonds With Good Yields 
and Ready Markets. 


Yield 
About 
P.C. 

6 


Anglo-French Gov. Loan 5s.... 
. 2d ‘yea 4448 


7 


6 
5% 


5% 
4% 
4% 


Gonv. 5s 5 
N. Y. Air Brake Co. lst Mort. 
Conv. 6s 5% 
Pierce Oil Corp. Conv. Deb. 6s 6% 


Conv. Deb. 5: 
. Steel Co. 








of continued interest return and a diver- 
sification of their investments. 

All of these things have drawn the at- 
tention of the small investor to the New 
York market, and have resulted in a 
continued and very prominent demand 
for the various $100 bonds. Such issues 
noted in Table 1 have been in prominent 
demand. 

These are the most prominent issues 
in the $100 bond market. In the case of 
the railroad and industrial issues they 


are the obligations of better known 
companies. However, it is safe to say 
that there are a hundred other issues for 
which there has been a quite active de- 
mand at all times. 


Small Supply of $100 Bonds 


There is one feature of this new phase 
of the investment market which is yet 
to be overcome, and that is to adjust the 
supply of the various small bonds to 
meet the growing demand. It is a re- 
grettable fact that the outstanding 
amount of $100 bonds of any one issue is 
very small in proportion to the total 
amount of that issue. Bond houses 








TABLE 2 
Recent Issues of Sound $100 Bonds. 
Yield 


Amer. For. Secur. Co. 5s 
Erie Railroad Co. Conv. 4s (Se- 

ries “D”) 
St. Louis.-S. Fran. Prior Lien 5s 1950 
Amer. Tel. & Tel. Coll: Tr. 5s.. 1946 
N. Or., Tex. & Mex. lst mtge 6s 1925 








specializing in the $100 bonds find it 
practically impossible to keep on hand 
any appreciable amount of particular 
bonds to fill prospective orders, and 
when the investor sends in an order for 
a bond which has been previously sub- 
mitted for consideration, it frequently 
occurs that the bond has been sold, and 
the order cannot be filled. This leads 
to a misunderstanding on the part of the 
investor, who sometimes feels that he 
has been led on to believe that he could 
buy well-known high grade bonds in 
$100 denominations just to get him in- 
terested so that the broker could suggest 
something else which he did have to sell. 

New financing during the year has 
shown a marked recognition of the small 
investor, for among the notable new 
bond issues there has been provision for 
$100 bonds in the cases of such issues as 
given in Table II. 

In addition to these, the Public Utility 
class has probably been more instru- 
mental in opening up a legitimate field of 
investment in $100 bonds than any other. 
In this class the supply of small bonds 
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TABLE 3 is greater than any other, and past 
Attractive Public Utility $100 Bonds. records show that their advantages have 
Yield been proven during many trying finan- 

About cial situations. 


Due PC. Some of the larger issues of Public 


Am. Pow. & Light Co. 6% N’tes - 5% “1: ; ke 
Den. Gas & Elec. Co. Ist mtg. 5s 5% Utility bonds that are in denomination 


Continental Gas & Elec. Corp. 


of $100, and which are in greatest de- 
5% mand by small investors are given in 
Montana Pow. Co. Ist & Ref. 5s 5 Table III. 
Mid. West Util. Co. Coll. Tr. 6s 6 When all facts are considered, the con- 
Stand. Gas & Elec. Co. Deb. 6s. 640 clusion seems obvious that the man or 
Twin State Gas & Elec. Co. Ist 5% Woman with his or her savings, who is 
United Light & Railways Ist & seeking a substantial investment future 
Ref. 5s 6 is of no mean importance in the bond 
Wis. Edison Co. Conv. Deb. 6s. 6% market, and is being cordially welcomed. 








What Will Happen After The War? 


The following articles, analyzing probable conditions after the war, have ap- 
peared in THE MaGazINE OF WALL Street during the past year. The investor 
will find them of value in estimating the effect of peace on securities. 


VOLUME 17 
Title and Author Page Date 


Is Prosperity Permanent? By G. C. Selden 79 October 30, 1915 
After the War What? By Siegfried Strauss 150 November 13, 1915 
What If the War Should End? 216 November 27, 1915 
World War and World Pnnace.: y John E. Gardin 284 December 11, 1915 
War Inflation and Values (Part I). By Preston Stewart Krecker. . 360 December 25, 1915 
War Inflation and Stocks (Part II). By Preston Stewart Krecker. 442 January 8, 1916 
Peaec and Prices. By Paul Clay 508 January 22, 1916 
America’s Great Opportunity. By Henry Clews 653 February 19, 1916 
World-Wide Currency Inflation. By G. C. Selden 661 February 19, 1916 
World Leadership in Trade. By George E. Roberts 802 March 18, 1916 
Outlook for Leading Industries: The “Coppers.” By Barnard 

Powers 821 March 18, 1916 
War Stocks and Peace Stocks. By Charles W. Kimball 869 March 18, 1916 
Outlook for Leading Industries: The “War Stocks.” 

nard Powers . 880 April 1, 1916 


VOLUME 18 


Outlook for Leading Industries: The “Peace Stocks.” 

nard Powers i 15, 1916 
Outlook for Leading Industries: 

Barnard Powers i 29, 1916 
Prospects for the Steel Industry. By William T. Connors 13, 1916 
Peace Would Boom Cotton. . C. T. Revere 27, 1916 
Would Peace Break Wheat? 27, 1916 
Is This the Peak of the Tedestrial Boom? By William T. Connors 10, 1916 
War Stocks After the War. Part I. By Ernest P. Williams 22, 1916 
War Stocks After the War. Part II. By Ernest P. Williams 5, 1916 
Prospects for the Leather Stocks. By Ernest P. Williams 19, 1916 


VOLUME 19 
Chain Store Stocks as Peace ~_ = By Lester L. Freund.. 28, 1916 
actors Against a Peace Boom. Frank E. Seidman November 11, 1916 
Trend of Bond Yields. By Edward R. Doyle November 11, 1916 
Horoscope of the Steel Industry. By Dr. William T. Partridge. . November 25. 1916 
Bond Yields to Decline? By Julius Soman November 25, 1916 
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What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





“Opportunity in 
Brazil.”—J. A. Farrell 


AMES A. FARRELL, president of 
J the United States Steel Corporation, 
president of the India House, and 
chairman of the National Foreign Trade 
Council, believes that a great field for the 
application of surplus United States capi- 
tal lies in Brazil. In an article written 
for The South American Mr. Farrell has 
outlined the reasons for his belief that 
there is a great chance for United States 
money and brains in the great South 
American republic. 

“To hold back because the territory of the 
United States appears to offer a sufficient field 
for the investment of American money,” he 
said, “ is not a good reason for prudent men 
of business who try to look into the future. 








APATHETIC AMERICA! - 
—Nebelspalter (Zurich). 





= is probably not true even now, and in a 
few ears it will be an evident fallacy. 

ere are good reasons for the policy of 
American investment in South America other 
than the one attractive fact that there is good 
profit to be made, and it must not be forgotten 
that Brazil needs not only the money of 
Americans, but the brains which made that 
money in the first instance, in order that 
every cent should be employed to the best 
possible advantage. The most welcome in- 
vestor is, therefore, he who goes himself with 
his money and watches over its application, 
or he who sends his most trusted and com- 
petent assistant.” 


Trumbull Voices 
Railroad Needs 


Railway officials of the country are 
willing to stand on the proposition that 
the railroads are not overcapitalized, not- 
withstanding anything that might be said 
about the capitalization of some, and 
they are, under any reasonable theory of 
valuation, worth more than the capital 
outstanding in the hands of the public, 
said Frank Trumbull, chairman of the 
board of the Chesapeake and Ohio Rail- 
way and chairman of the Railway 
Executives Advisory Committee. He 
went on record in an address before the 
Central States Conference on Rail and 
Water Transportation at Evansville, 
Ind., on “The American Railways.” 

After speaking of the bearing of the rail- 
road question on this country’s national life, 
Mr. Trumbull summarized the program ad- 
vocated by the railroads as follows: 

Exclusive federal regulation in behalf of all 
the states. 

Regional commissions, in order that regu- 
lation may be kept close to the people. 

Exclusive federal supervision of future 
issuance of securities of railway companies. 

{In order that security issues may be in- 
telligently supervised federal incorporation of 
interstate carriers would logically deserve con- 
sideration. 

Division of function of the Interstate Com- 
merce Commission so that the same men will 
not be acting as prosecutors, judges and jury. 

Amelioration of the injustice to investors 
under which increases in rates can be sus- 
pended for 10 months, instead of for, say, 

days. 

Power in the Interstate Commerce Commis- 
sion to prescribe minimum as well as maxi- 
mum rates. 


“Bankers Should 
Co-operate”—Supt. Richards. 


Praise for the honesty, loyalty and in- 
dustry of state bankers was heard from 
Eugene Lamb Richards, state superin- 
tendent of banks, at the annual meeting 
and luncheon of Group 6 of the New 
York State Banking Association, held at 
the Hotel Martinique, in New York City. 

Mr. Richards chided his hearers 
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somewhat because, he said, they are too 
busy with moneymaking and think too 
little of other things that ought to in- 
terest them as bankers and as citizens. 

“You ought to give more time and energy to 
the improvement of economic conditions,” he 
said. “Particularly you should co-operate to 
be ready to meet any conditions which may 
confront this country at the close of the 
European war. : 

“A great many people look upon banks with 
suspicion. The bankers themselves ought to 
overcome this by adopting some economic plan 
which will convince depositors that their 
money is: as safe in a bank as it would be in 
the United States Treasury. 

“No class of men have such an opportunity 
for service as you bankers of New York. | 
things keep on as they are now this state will 
be the banker of the world.” 

“War: Produces 
Efficiency.”—G. E. Roberts. 


What the world is losing through lack 
of industrial progress because of the 
war it is more than making up in in- 
creased industrial efficiency due to the 
tremendous pressure under which the 
countries engaged in the struggle are 


working, according to George E. Rob- 
erts of the National City Bank, speaking 
at a luncheon of the Iowa Society in 


the Lawyers’ Club, New York. Con- 
trary to the usually accepted beliefs, he 
asserted the amount of productive prop- 
erty that has been destroyed is small. 


“And all over the world, in neutral as well 
as in the warring countries, there is enormous 
activity in producing these things. There is 
complete employment everywhere, men work- 
ing long hours, women by the millions are 
entering industry, new machinery and new 
methods are being devised and installed and 
industry is speeded up to the limit. It is these 
things which all the world is working day and 
night to produce that are being destroyed, and 
to the extent that the world produces each 
day what it consumes that day it is not worse 
off than it was the day before. 

“We must remember that the world is nor- 
mally gaining in wealth and productive ca- 
pacity. It can suffer very great losses during 
the war and not be actually worse off than at 
the beginning of the war. 

“Industry is being reorganized upon a more 
efficient basis. We know as individuals that 
it is not always possible to tell whether an 
event that in itself seems to be a misfortune 
may not have a train of events that are bene- 


ficial.” 
Vanderlip Sees 


No End to War 


“T can see no end of the war. It must 


have been obvious that Germany, at the 
height of its military succes, would ask 
peace when it thought the most advan- 
tageous terms might be obtained,” said 
Frank A. Vanderlip, president of the 
National City Bank of New York, in a 
speech to the Bankers’ Club of Detroit. 


Mr. Vanderlip also said that the trend 
toward dictatorship in France and England 
was merely a recurring proof of the old truth 
that a democracy was not the instrument for 
efficient work. He said that American in- 
dustry would “go over no precipice” at the 
end of the war. 

“Recent political changes_in England and 
France indicate a more radical prosecution of 
the war by the Allies than ever,” declared 
Mr. Vanderlip. “In diplomatic and financial 
circles it was no surprise that Germany should 

















WILL IT HOLD? 
—New York World. 





It was obvious that it would be 
compelled to at some time. Apparently, it 
believes that now, following successes in 
Rumania, is the most advantageous time to 
obtain terms.” 


“Must Remain 
Neutral”—McAdoo 
The duty of this country to civilization 
to continue its policy of neutrality during 
the war was impressed upon the mem- 
bers of the Southern Society by Secre- 
tary of the Treasury William G. Mc- 
Adoo at the annual dinner of the organi- 
zation at the Waldorf-Astoria on the 
13th inst. The Tribune quotes him as 
saying : 
“In this time of chaos to civilization through- 


ask peace. 
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out the world, we owe one duty. This, in my 
judgment, means that this nation continue to 
reserve, as far as possible to do so with 
onor, the policy of neutrality which has char- 
acterized its actions throughout the last two 
years. 

By effective organization we must preserve 
our own prosperity and make ourselves as effi- 
cient as possible, so that we may, when the 
time comes, be able to render some service in 
settlement of the great issues that must arise 
when peace is restored to stricken Europe. 

Unless, when the time comes, our country 
exerts great power to assist these other na- 
tions, and if necessary becomes a party to 
some undertaking which will insure the peace 
of the world, there will not be a possibility of 
assuring world peace in the future. 

And I like to feel that the American people 
are considering the great questions of the fe - 
ture not wholly from the materialistic stand- 
point, but from the earnest desire to use their 
great power and great resources for the bene- 





PREPAREDNESS. 
Soutn America: “What kind of a tree is that, 
Uncle?” 
Uncie Sam: “That is a very dangerous kind of 
thorn, which nowadays must be cultivated by all of 
us, 


Seen Sa, 





fit as far as it is practicable for us to trans- 
mute them to our suffering brothers on the 
other side of the water.” 


Steel Profits at 
High Mark? 
That the earnings of the big steel com- 
panies will reach their high water mark 


in the current quarter is the opinion ex- 
pressed by one of the leading steel ex- 
perts of the country, says The Wall 
Street Journal. He does not, he says, 
expect to see a marked decline in earn- 
ings in the near future, but suggests that 
the point of highest return is now about 
reached. ; 

“Costs, both of labor and material, he points 

out, have mounted greatly and are cutting into 
the profits derived from the high prevailing 
rices for steel. Wage costs are now 33% 
igher than they were a year ago and coal, 
coke and other raw materials have made im- 
pressive advances. 

Although the level of steel prices is also 
gaining markedly from week to week, this 
authority says that these advances do not 
apply to the mass of steel being delivered, rep- 
resenting only the payments made for the yet 
unsold surplus, which is small. He estimates 
that 80% of the country’s production has al- 
ready been contracted for.” 


“Middle West Banks 


Loaned Up”—J. B. Forgan 
James B. Forgan, the Chicago banker, 
says that the banks of the Middle West 
are pretty well loaned up and have 
largely withdrawn from the market. 
“We should not care at this time to encroach 

further on our reserves,” he adds. “On the 
Pacific Coast and to some extent in the South- 
west there is still some surplus of funds. | 
suppose more gold imports may be expected ; 
the foreign exchange situation requires them or 
when it becomes necessary to see that interest 
rates in this country do not advance to a point 
which might interfere with foreign financing. 
As to further foreign loans I assume that from 
time to time, as occasion demands, there will 
be offerings of British and French treasury 
bills or possibly short term notes. Each loan, 
as it comes up, will have to be considered on 
its merits. 

Gompers Warns 

Against Regulation 


A warning against governmental regu- 
lation of the normal activities and per- 
sonal relationships of the people was 
uttered by Samuel Gompers, president ot 
the American Federation of Labor, at the 
conference on social insurance held at 
Washington on December 8 under the 
auspices of the International Association 
of Industrial Accident Boards and Com- 
missions. 

“Giving governmental control over industrial 
relations gives great power to an unknown 
force. I beg you to have a care in attempting 
to regulate the personal relationships and nor- 
mal activities of the people. I hope the nation 
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will be warned in time. No matter how sym- 
pathetic or humanitarian may be the gloss over 
the plan, I beg you to be aware. We do not 
know what the effect will be of the war in 
Europe, but the people of the United States 
should hold their liberties in their own hands.” 


The Federal 
Reserve Warning 


An explanation of the Federal Reserve 
Board’s recent warning to American 
bankers against locking up their money 
in foreign treasury bills was made in a 
speech at Boston on December 14 by W. 
P. G. Harding, governor of the board, 
who reiterated the declaration that there 
was no intention to reflect upon the 
credit of any nation. Soon after the 
board’s statement appeared short term 
British treasury bills which had been of- 
fered for sale in this country were with- 
drawn. He said: 


“It is the practice of every issuing house 
when offering securities to state all necessary 
details either over its own signature or that 
of the head of the borrowing corporation. 
Nowhere is the importance of authentic and 
complete information more fully understood 
and appreciated than in Europe, both in Eng- 
land and on the Continent, and prospectuses 
for foreign loans contain all the important 
facts relating thereto in a statement signed 
by an authorized representative of the foreign 
Government or by the issuing house, or in 
some cases by both. 

“The board sought merely to call attention 
to the fact that as this country has become 
an important market for foreign securities the 
same businesslike habits which are well es- 
tablished regarding domestic loans should be 
developed in marketing foreign- flotations.” 


“Danger of Too 
High Tariff”—F. J. Wade 


Festus J. Wade, president of the 
Commercial Trust Co. of St. Louis, in 
an address before the University Alumni 
Association of Detroit, said: 


“Much fear has been expressed as to what 
will happen to American manufacturers after 
the war. For many years I have stood for a 
sound currency and a high tariff. The danger 
now is that our tariff wall will be 
too high. The casualties incidental to the 
war will prove a virtual tariff amounting to* 
$7,000,000,000 a year, which the European coun- 
tries will have to pay. 

“Nobody need fear the warring nations will 
fail to finance their contest. They dare not 
repudiate their American loans, because they 
must maintain their American credit to buy 
hecessities. Neither need anyone fear an -in- 

ux of pauper labor after the war. The great- 
est danger is a lack of immigration. 


\ 


“The federal reserve system has made the 
federal reserve bank note the best in the 
world. It will be unaffected by possible war 
conditions. Our currency system is now so 
organized that when the state banks and trust 
companies come into the federal reserve organ- 
ization, as they must, we will make more 
money after the war than ever before.” 


“Labor Dictation 
Is Rebellion”—W. H. Taft 


The danger to American economic 
strength because of the tendency of 
union labor to place itself above law and 
order is characterized by former Presi- 
dent William H. Taft as “one big cloud 
on our horizon when we look to the days 

















THE SAME FROM BOTH SIDES. 
—Tacoma Daily Ledger. 


to follow this world conflict.” Mr. Taft 
made this declaration in delivering a 
broadshot at the American Federation of 
Labor while addressing the Chamber of 
Commerce Committee of One Hundred 
in Providence on December 1. Describ- 
ing as “an act of rebellion” the threat- 
ened action of the federation to strike if 
the Adamson law is not upheld, Mr. Taft 
insisted that all forces of public opinion 
be called on to prevent any such usurpa- 
tion of power. In part he said: 

“The American Federation of Labor wishes 
to deny to the unorganized laborer his right 
to labor. What the Federation seeks is the 
right to dictate who shall and shall not labor. 

This amounts to an act of rebellion. And, 
more, the highest tribunal in the nation has 
been notified that unless the Adamson law is 
upheld the threatened railroad strike will be 
enforced. 

It is a threat to starve the nation into sub- 
mission. The decision resulting may be the 
proper one, but the means contemplated are 
wholly wrong. The American Federation of 














376 


THE MAGAZINE OF WALL STREET 





Labor needs to be told that we cannot have a 
republic without obedience to organized re- 
straint. The trouble is that our politicians 
don’t tell them this. If we have a railroad 
strike, all forces os pmo opinion and public 
action must be called into play to force obedi- 
ence. 

The prospect for our nation’s safety in the 
economic conflict which will follow the war is 
indeed gloomy if we are going to have this 
threatened disregard of law and order by the 
four railroad unions and other unions which 
may follow their example.” 


Why V.-P. Marshall 
Is Thankful 


Vice-President Marshall in a state- 
ment written for the /nternational News 
Service says: “If we did not spend so 
much time wronging and then trying to 
right the wrong, every day might be 
‘Thanksgiving Day.’ Each of us can, if 
we will, find some personal reason for 
special thanks. 

“To me the nation’s reason for thanks is not 
so much for what we have been and for what 
we have, as for opportunity, for the chance to 
show the world how justice may prevail with- 
out injustice, how strength can be patient with 
angry weakness, how prosperity may enable 
and not debase a people, how the ideals of 
the republic may become the common property 
of mankind, how the golden rule must be the 
standard for domestic activity and must not 
be foreshortened in our foreign relations.” 

Roads and Men 
Seek Settlement 


W. G. Lee, of Cleveland, president of 
the Brotherhood of Railway Trainmen, 
publicly announced at Evansville, Ind., 
on December 15, that for the first time 
negotiations are under way between the 
leaders of the brotherhoods and those 
higher up in the operating departments 
of the railroads, looking to a settlement 
of their entire controversy out of court 
before January 1, when the Adamson 
law is scheduled to go into effect. 

He said that the settlement was in a crude 
state as yet. Mr. Lee made the statement in 
course of an address before the Central States 
Conference on Water and Rail Transportation, 
which closed its session here to-night. 

Mr. Lee declared that both sides to the com- 
troversy which culminated in the passage of 
the Adamson bill were considering plans for 
settling the entire | pate before January 1, 
» for clearing and expunging the records in 
the case. 


Expert Financial Opinion 
J. S. Bache & Co.—The stock market has 
had one of the most thorough and beneficial 
liquidations which it has experienced for a 


considerable period, and it will be a long 
time probably before it gets again in danger 
from overspeculation. Good stocks are now 
selling at very attractive levels, and th« 
sound situation in the market makes ad 
vances extremely likely. Headlong specu 
lative commitments, however, should be dis- 
couraged. Buyers should take stocks only 
on margins so sufficiently large that their 
purchases are on a semi-investment basis. 

Sheldon, Morgan & Co.—Last week the 
shadow of —* peace fell across the 
world. It was a faint shadow, and to the 
minds of logical men the actuality of peace 
itself seemed still far distant. But the mar- 
ket knew that some time—sooner than had 
been expected—peace was coming. And it 
set about the readjustment for that time. 

This was what caused the decline in indus- 
trial stocks. Pool speculation and support 
could not avail, For the market, which rep 
resents millions of people, had made up its 
mind, and no one single group could stem 
the tide. 

In our cpinion the liquidation of indus 
trial shares may or may not be yet com- 
plete. If it is, there will be a rally, but this 
in turn will be followed by other reactions, 
until the certainty of peace is assured. Then, 
just as the market is now discounting the 
coming cessation of war, so it will once 
more begin to discount the actual existence 
of peace. And the discounting of condi- 
tions after the war will mean higher prices 
again, for there is much replacement to be 
accomplished, and this replacement will 
bring large and renewed prosperity to our 
industries. 

Knauth, Nachod & Kuhne.—It is too early 
yet to forecast the probable developments 
growing out of the proposal by Germany 
to end the European war. Such momentous 
questions are usually settled through pro- 
longed negotiations. The one thing certain 
is that the whole world is tiring of the war 
and the frightful waste that it has caused, 
while the cost of living and the cost of 
doing business as a direct consequence are 
becoming intolerable. It seems fair to as- 
sume, however, that this definite move to 
stop hostilities means that the world will 
now concern itself chiefly with the problem 
of readjusting its affairs to a peace basis. 
Although the markets have been tempo- 
rarily unsettled by Germany’s announce- 
ment, it is a shortsighted view to think that 
the prosperity of this country is wholly de- 
pendent upon the business that has been 
created by the conditions of world war. It 
is fair to assume that our industries will 
have a great deal of work in connection 
with the rehabilitation of Europe’s crippled 
plants. 

The general situation is reassuring, since 
the United States is enjoying unparalleled 
prosperity and has a forei trade which 
breaks all records, with total gold holdings, 
which are larger than any country ever held 
before, 











The 


Business Situation 





HE outstanding features of the present 
business situation are the further big 
jump in commodity prices both here and 

in England, the tremendous bank clearings, 
and the phenomenal demand for metals, ma- 
chinery and equipment. 

Bradstreet’s commodity index Dec. 1 was 
up 14 per cent in two months, 20 per cent in 
four months, 40 per cent since Sept., 1915, and 
59 per cent since June, 1914. English prices 
are up 88 per cent since the war began. It 
is noticeable that the higher prices get the 
faster they go up. ‘Manifestly there must be 
an end to this process and in view of the 
startling rate of recent advances some early 
check is very probable. It may come from 
the proposed peace negotiations. Stock specu- 
lation has already received a chill. The war 
demand will not be materially lessened un- 
less definite peace prospects appear, but do- 
mestic demand might easily be frightened, at 
this level of prices, even by rather remote 
probabilities. 

Pig iron has risen from $16.90 last August 


to $24.40 now for No. 2 Southern at Cin- 
cinnati, and more for some other grades. 
Under any ordinary peace conditions such a 
leap in our principal constructive material 
would tend to check industry, but war con- 
ditions are not subject to ordinary interpreta- 
tions. We cannot say what prices Europe 
may be compelled to pay for our iron and 
steel, because the European demand now is 
not subject to economic limitations. Never- 
theless such a sudden price change must have 
its effect on our domestic trade. The advance 
in ‘copper has been still more startling and 
must tend to check domestic consumption of 
that metal. 

The point cannot be too often emphasized 
that our big bank clearings are in large part 
due to the high prices. The actual increase 
in our turn-over of goods during the last 
three months has undoubtedly been slight, but 
the higher prices at which the goods are 
handled have caused sharp increases in the 
clearings. We are doing business substantially 
at capacity, as we were three months ago. 








A 
Money Rate 
Prime Com- 
mercial Pa 
New Y 
December, 1916 


October, 


Cash 


13.3 
13.8 
14.0 
17.0 
192 
25.8 
25.4 


*Affected by the new Federal Reserve System. 


Total Bank Clearings Balance of Gold Balance of 
Movements 
—Imports or 


Exports 
(Thousands). 


of U. S. 
Excluding 
N. Y. City 
(Millions) 

10,051 
9,902 
7,555 
5,681 
6,308 


6,546 


Bank 


Imp. 
Imp. 
Exp. 
Imp. 
Imp. 


Per cent. 


Per cent 


to Loans to 


Deposits New Deposits New Br’dst’s In- English In- 
York Clearing- York Clearing-aex of Com-dex of Com- 
house Banks.* house Banks.* modity Pes. modity Pes. 

98.0 779 


13.68 
12.80 
12.04 
10.65 
9.03 
9.23 
9.54 


4. 

4.596 
4.423 
3.500 
2.760 
2.661 
2.721 


96.2 
96.3 
91.9 
103.0 
102.0 
102.3 


Building Business 
Operations, Failures 
Twenty Total 
Cities Liabilities 
(Thous’ds) (Thous’ds) 
43,367 11,832 
56,307 11,146 
43,032 17,782 
21,749 25,182 
29,509 23,908 
38,542 14,739 


Trade 
—Imports or 


Exports 
(Thousands). 
Exp. 314,189 
Exp. 172,173 


Exp. 79,411 
Exp. 97,302 


Exp. 125,149 


90,455 


- Production U.S. Steel Price of 
Wholesale offron Co Unfilled Electro. ———Crop Conditions Beiotate 
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eos Dae 
-+- 13.95 
- 17.25 


*No. 2 Southern at Cincinnati. tEnd of mo. 
000 bu. against 1,011,505,000 in 1915. (b) Cro 
11,511,000 bales against 11,161,000 in 1915. 





Copper. Winter 
).t Cents. 
35.0 
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heat Corn Cotton Average. 
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(a) 93.8 
aha 93.9 

93.4 

918 

87.7 

90.7 

95.3 


(a) (b) (ce) 
322 ete vA sit 
28.6 
20.2 
12.9 
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174 
named. tNovember. (a) Total wheat 639,886,- 


p 2,583,241,000 bu. against 3,054,530,000 in 1915. (c) 
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Guaranteed Stocks 


High Degree of Safety Which They Afford the Investor— 
Why Guaranteed Stocks Rank Well Among Conserva- 


tive Investments—Selected List of the Best Issues 
of This Class 





By E. STUART PECK 





UARANTEED Stocks as a high 
grade investment are well known 
to a class of very conservative in- 

vestors and but little known probably to 
many men and women who are ac- 
customed to invest their funds in bonds, 
stocks and real estate mortgages. This 
would seem to-be remarkable when it is 
considered that most of these Guaran- 
teed Stocks have during their entire ex- 
istence been unusually safe and exceed- 
ingly attractive investments in the 
opinion of those acquainted with them; 
but they have always been so closely 
held that there have been comparatively 
few of them available for purchase in 
the open market in amounts of any size. 
Very few bond or investment houses 
have studied the intrinsic merits of these 
securities, due probably to the fact that 
their attention has been turned rather to 
corporation and municipal bonds which 
come upon the market with much greater 
frequency. The intent of this article is 
briefly to explain the points of safety 
which these Guaranteed Stocks possess, 
in order that knowledge of them may be 
more widespread. 


Definition of Guaranteed Stocks 


Guaranteed Stocks are stocks whose 
annual payments of dividends is guaran- 
teed under a lease by such systems as the 
Pennsylvania, New York Central and 
Delaware, Lackawanna & Western, 
these leases running generally from 
ninety-nine years to perpetuity. The 
roads leased were originally independent 
companies, having often no legal or 
corporate affiliation with those com- 
panies which eventually leased them. 
That was in the days when transconti- 


nental traffic was a thing of the future 
and when the managements of the pres- 
ent large railroad systems foresaw the 
necessity of establishing through routes 
between the important cities of the coun- 
try and to their own sources of coal and 
traffic supplies. Hence, physical con- 
nections were made,—if not existing 
previously—between the larger railroad 
and the smaller one, which would give 
to the first road a connecting link with 
some other line. It was profitable for 
the larger railroad to lease the proprety 
instead of going into the market to pur- 
chase control of it;.and the stockholders 
of the so-called connecting roads were 
glad to accept the lease arrangement, 
under which they were assured annual 
dividends at a fixed rate. It might be 
said, therefore, that the creation of 
Guaranteed Stocks went hand in hand 
with the railroad development of the 
country. For example, the Pennsyl- 
vania Railroad established its line into 
Chicago by leasing the Pittsburg, Ft. 
Wayne & Chicago Ry. Co. in 1869 for 
nine hundred and ninety-nine years, at 
a rental of seven per cent. per annum; 
likewise, the Delaware, Lackawanna & 
Western obtained permanent entrance 
into New York through the lease in 1868 
of the Morris & Essex. Also the IIli- 
nois Central RR. Co. obtained a main 
line into New Orleans, down the Missis- 
sippi Valley, by lease of the Chicago, St. 
Louis & New Orleans in 1882 in per- 
petuity, and the Southern Railway 
through lease of the Atlanta & Charlotte 
Air Line Railway in 1881 established a 
direct main line route from Wash- 
ington to southern points. There are many 
other similar cases that could be given. 
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There are five essential investment 
qualities which a purchaser of securities 
must consider: First, safety of prin- 
cipal ; second, interest rate or income re- 
turn; third, degree of marketability; 
fourth, stability of market prices; fifth, 
a legitimate chance for appreciation in 
price. A theoretically perfect invest- 
ment would combine all these qualities ; 
but unfortunately no such investment is 
possible, for a high degree of safety and 
marketability would not be existent with 
a high income return. However, 
Guaranteed Stocks possess as mear as 
possible these five requisite qualities. 
But owing to the small amount of these 
stocks available for purchase in the open 
market, there is seldom a sufficient sup- 
ply pressing for sale to put the price 
down to a point where the income re- 
turn is high. This fact has well been 
exemplified during the past two years, 
when so many other American railroad 
securities have been pressed upon our 
market for sale from abroad, while the 
number of Guaranteed Stocks in com- 


parison to other stocks and bonds has 
been extremely small. 


Investor Must Decide 


The investor must always decide the 
suitability for his own particular needs 
of the investment which he contemplates 
making. For example, a man of large 
means can afford to purchase a stock or 
a bond which does not necessarily have 
an active market because he is not in 
a position to have to —— of the se- 
curity on short notice. Further, he can 
afford to buy many bonds and stocks 
which return a low yield. Whereas, 
banks and trust companies must neces- 
sarily confine their capital investments 
to securities which can be sold at a mo- 
ment’s notice and without material loss 
from the purchase price. Other invest- 
ors of moderate means and who are de- 
pendent absolutely upon the income de- 
rived from their holdings, must in justice 
to themselves purchase securities which 
are practically sure of not defaulting in 
their income and at all times have a 
ready market. These requirements are 
met by Guaranteed Stocks, which have 
at the present time a range in income 
basis from four and one quarter per 


cent. to as high as five and one-half 
per cent. On the other hand, the largest 
holders of these stocks are the great 
estates, men of large means, financial 
institutions, particularly the large insur- 
ance companies, who make these stocks 
and the underlying mortgage bonds the 
basis of their investments. 
Investigating Guaranteed Stocks 


I have mentioned the chief consid- 
erations of an ideal security. Turning 
to these stocks for investment one must 
investigate them from three points of 
view: First, the financial strength of 
the company guaranteeing their divi- 
dends through lease ; second, the earning 
power of the leased company independent 
of its guarantee; and third, the impor- 
tance of the leased company to the road 
guaranteeing its stock. This informa- 
tion can only be obtained through knowl- 
edge of the terms of the various leases, 
and of the history of the earnings and 
financial condition of the lessor. Many 
other roads, for instance, which are 
leased to weak systems have in them- 
selves high earning power, so that their 
stocks sell at the same prices as do other 
stocks of inferior roads but which have 
strong guarantees to offset this weak- 
ness. For example, the Atlanta & Char- 
lotte Air Line Railway Co. has for a 
long time earned upon its own capitali- 
zation between 60% and 100%. The 
strength of its guarantor, the Southern 
Railway Company, is really a secondary 
consideration. The Joliet & Chicago 
Railroad Company, which is leased to 
the Chicago & Alton Railroad Company, 
has an earning capacity sufficient to take 
care of its own dividend requirements, 
is the main and only entrance of the 
Chicago & Alton into Chicago, and un- 
der the terms of the lease must be always 
operated as the main line into that city. 
The Chicago & Alton guarantee is in 
no sense a strong one and adds no addi- 
tional value to the Joliet Stock. 


Status in Receivership 


In the event of receivership of a 
parent company, the receivers may be 
authorized to retain the lessor in the 
system, although they may allow the 
first mortgage bonds of the parent com- 
pany to go into default. This happened 
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in the case of the Kansas City, Ft. Scott 
& Memphis Railway Company, which 
continued to pay its dividends as before 
during the receivership of the St. Louis 
& San Francisco Railroad Company, 
which leased it. Its earning power was 
too important to the latter to warrant 


value of Guaranteed Stocks for safe in- 
vestment. 

The foregoing facts should be care- 
fully considered by the investor, as well 
as by any investment house which rec- 
ommends the purchase of these Guar- 
anteed Stocks to its clients. 








SELECTED LIST OF HIGH GRADE GUARANTEED STOCKS SUITABLE FOR THE PUR. 
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(Above statistics furnished through courtesy of Joseph Walker & Sons, New York City.) 








its dismissal from the system. As 
a matter of fact, the only promi- 
nent default in dividends on Guaranteed 
Stocks during forty or fifty years past 
has been in the case of the Chicago & 
Eastern [Illinois Railroad ‘Company. 
This is a record worthy of most favor- 
able consideration, and illustrates the 


Points Not Generally Considered 


There are a number of points concern- 
ing these securities which are not gen- 
erally known or appreciated by most 
investment houses, or those invest- 
ors who do hot have the merits of this 
class of stock brought to their attention. 
Practically all,of these stocks are closed 
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issues, that is, they are, and have been 
from the time the lease was executed, 
limited to the original issue, and there- 
fore they are not in the position of so 
many bonds, additional issues of which 
come upon the market for the purpose of 
providing funds to refund other bonded 
indebtedness of the Company or for im- 
provements to and extensions of the 
property. The supply is therefore limit- 
ed to the original figure and the investor 
is thereby safeguarded against a market 
depreciation in the price of the stock. 
This strong point in favor of Guaranteed 
Stocks we believe has not been given due 
attention. Many of these stocks possess 
another strong feature in that there is 
no bonded indebtedness ahead of them; 
the only security which the leased road 
has is its capital stock, provision fre- 
quently being made that no bonds can 
ever be placed upon the property. This 
results in the stock being in effect a first 
lien on the property. ‘Such is the case 
of the Pittsburgh, Ft. Wayne & Chicago 
Railway Company, which forms the main 
line of the Pennsylvania System between 
Pittsburg and Chicago. This is a double 
tracked road 470 miles in length with 
no bonded debt. The same is true of 
the Lackawanna Railroad of New Jer- 
sey leased to the Delaware, Lackawanna 
& Western Railroad Company; of the 
Joliet & Chicago Railroad Company 
leased to the Chicago & Alton Railroad 
Company; of the Ft. Wayne & Jackson 
Railroad Company leased to the Lake 
Shore & Michigan Southern Railway 
Company, and many others. 


Always Precede Capital Stock of Lessee 


Guaranteed Stocks always precede 
the capital stock of the parent company, 
and therefore, possess equities which are 
very large. For example, all stocks 
guaranteed by the Pennsylvania Railroad 
come ahead of its $499,265,000 share 
capitalization. Likewise, stocks guaran- 
teed by the Southern Railway Company 


come ahead of its share capital amount- 


ing to $180,000,000. A tabulation, at 
the end of this article, of the better 
known Guaranteed Stocks, sets forth the 
above points. 

Leases in many cases provide that the 
lessee must out of its own treasury pay 
for the cost of the efficient maintenance 
of the property. Additional dividends 
are often paid above the amounts pro- 
vided in the lease, such as the New Lon- 
don Northern Railroad Company, the 
Georgia Railroad & Banking Company, 
the Little Miami Railroad, the Albany 
& Susquehanna Railroad Company and 
others. All these stocks are exempt 
from personal tax in New York State, 
New Jersey and Connecticut, and they 
are exempt from the Federal Normal 
Income Tax in most cases. 

I might also refer to the provision 
contained in so many leases which pro- 
vides double security to the regular 
payment of dividends by the parent com- 
pany, by making monthly cash deposits 
to the credit of the lessor of fixed sums 
to secure the prompt and faithful per- 
formance of the lease obligations, these 
sums being paid out quarterly or semi- 
annual dividends. In other cases securi- 
ties or cash are deposited with a trustee 
to fulfill the faithful performance of the 
lease. 

In closing this article I desire to bring 
before the investor in Guaranteed Stocks, 
the following salient points which make 
for their security and convenience of the 
holder, and demand the close attention 
of all large and small investors, namely : 

First, there is no maturity date and 
the writing of premiums is avoided; 

Second, stocks can be purchased from 
one share upwards; 

Third, the stock stands in the name 
of the investor and the dividends are 
mailed direct, avoiding the danger of loss 
by theft or fire, the annoyance of cutting 
coupons and the loss of the same, and 
its non-negotiability when not signed; 

Fourth, their great intrinsic value and 
strategic importance. 














A tariff commission should not only take the tariff out of politics but stay 
out of politics itself—Wall Street Journal. 














Municipal Bonds as Sound Investments 
What a Municipal Bond Is—Market for Municipals—Fac- 
tors of Safety—A List of Well Regarded Municipals for 
Investment with Safety and Yield 





By C. B. CAMPBELL 





OW shall I invest my funds so as to 
receive a reasonable income with 
the least possible fluctuation in the 

market value of my security? This is the 
question which many people are facing 
to-day. Through the war, great wealth 
has been brought to this country. Manu- 
facturing enterprises are working to ca- 
pacity and their products are being sold 
at ever advancing prices. Our mineral 
wealth and agricultural outputs are be- 
ing marketed at new high figures, and 
our stock markets have reflected this 
great prosperity in rapidly advancing 
prices. Money is being made in most 


value have been numerous through needs 
of the warring nations, it must be re- 
membered there will be a period of re- 
adjustment. The future is uncertain 
and in order to guard against wide fluc- 
tuations, attention should be given to our 
own municipal obligations. 


What a Municipal Is 


A Municipal bond is an agreement on 
the part of a State, County, City, Town, 
School District or other political sub- 
division to pay a stipulated sum at a cer- 
tain time, and to pay interest, usually 
semi-annually, at a fixed rate. As se- 
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TREND OF BOND YIELDS 
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every business, and the 
power of these United States has passea 
all bounds. 

In such periods of great prosperity 
even the most conservative investor is 
apt to be carried away with the desire 
to increase his income, and while it is 
true that opportunities to invest in ex- 
cellent securities yielding high returns 
with a possibility of enhancement in 


investing ° 


EACHANGE 


curity behind every municipal bond stand 
all the real and personal property within 
said political sub-division. They are a 
prior lien to all other obligations and 
all property is assessed and taxes collect- 
ed to meet the interest and principal 
when it comes due. They are secured 
by the tax paying power of the com- 
munity issuing them. 

The total number of defaults in pay- 
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ment of Municipal bonds is known to be 
the smallest by far of any one class of 
investments. While it has been impos- 
sible to verify the figures, one authority 
a few years ago stated that the total loss 
in respect of Municipal bonds issued 
since 1891 was $287,000 as against a 
total amount of bonds issued during that 
period of $2,974,914,276, or a loss of 
approximately .000096%. 

The laws of the different states gov- 
erning the issuance of Municipal bonds 
vary. It is therefore necessary that the 
purchasers of bonds from the munici- 
pality employ attorneys to examine into 
the records and proceedings leading up 
to the issuance of the bonds. It is the 


gations direct to investors without the 
necessary legal proceedings being passed 
upon by attorneys specializing in that 
practice, and when purchasers of such 
bonds have tried to re-sell, they have 
usually met with difficulties. 


Market for Municipals 


Many investors labor under the mis- 
apprehension that Municipal bonds do 
not have a ready market. This belief is 
furthered by the fact that comparatively 
few issues of Municipal bonds are listed 
on the various exchanges throughout the 
country. However, the facts are that 
Municipal bonds of the better communi- 
ties, if accompanied with a satisfactory 








SELECTED LIST OF HIGH GRADE MUNICIPAL BONDS 
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Buffalo, N. Y., 44% Reg. 
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custom among dealers in Municipal 
bonds to secure a legal opinion always 
before purchasing an issue, whether the 
issue has been outstanding for a con- 
siderable period or just purchased from 
the municipality. The necessity of se- 
curing a legal opinion has helped to 
safeguard the investor, in that it limits 
the possibility of municipalities issuing 
their obligations without conforming to 
the general laws governing such issuance 
by the municipal . authorities, whether 
willfully or in ignorance of the laws. 
Some municipalities have sold their obli- 


legal opinion, always have a_ ready 
market and are prime collateral for use 
in the borrowing of money. As one 
writer has aptly expressed it, “Municipal 
bonds are staples for the bond market 
and like all staple merchandise, are 
always in demand.” Few Municipal 
bonds have been listed on the exchanges 
as they are usually placed quickly in the 
hands of permanent holders. 

It has been a noticeable fact that dur- 
ing periods of great prosperity investors 
have been loathe to accept the relatively 
low income derived from Municipal 
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bonds and have turned their attention to 
the higher yield Railroad and Industrial 
securities, but with the first signs of 
business depression, interest is shown in 
Municipal securities. The savings 
banks, with their rapidly increasing de- 
posits, and their restricted fields for in- 
vestment, have alwaPs worked as a very 
substantial buffer against rapid and 
great decline in prices of Municipal 
bonds. A curve showing the average 
price of 20 well-known Municipals as 
compared with the average price of our 
best Railroad and Industrial bonds car- 
ried over a number of years shows that 
while municipal bond prices follows to 
an extent the trend of the market, the 
fluctuations are considerably less violent. 
Legislation Favoring Municipals 

The high investment position held by 
Municipal bonds has been furthered by 
legislation both by the several states and 
by the Federal Government. The most 
important in relation to the additional 
elements of strength given bonds of this 
character are: 

1, The creation of the postal savings 
system under which Municipal bonds are 
the only form of security acceptable 
against deposits of postal savings funds 
in the National Banks. 

2. The passing of the Federal In- 
come Tax Law which provides that in- 
come. derived from Municipal bonds 
shall be exempt from Federal Income 
Tax. 

(The normal income tax originally 
was 1%, which during this year—1916 
—was raised to 2%, and it is reasonable 
to suppose that shortly it will again be 
inc 

The value which attaches to these rul- 
ings is manifest by the volume of postal 
savings deposits, which amounted to 
$104,200,000 on November 1, 1916, 
showing an increase for the month of 
October alone of $4,700,000. These de- 
posits were received by upwards of 650,- 
000 banks. This new demand will go 
far towards further stablizing the prices 
of Municipal bonds. 

There are in Municipal bonds, as in 
any other class of securities, different 
grades which have probably best been 
divided as to their relative merits by the 


laws governing the investment of posta! 
savings funds. The law prescribes and 
approves such security in public bonds 
or other securities authorized by Act o! 
Congress or supported by the taxing 
power as it deems sufficient and neces- 
sary to insure the safety and prompt 
payment on demand of postal savings 
deposit and fixes the value at which the 
securities so prescribed and approved 
shall be accepted for the purposes 
named. Subject to provisions named 
which require that the municipality is- 
suing said obligations shall have been in 
existence for a period of at least ten 
years, shall not have defaulted in the 
payment of any part of either principal! 
or interest of any funded debt author- 
ized to be contracted for a period of ten 
years previously, and which has a net 
funded indebtedness not exceeding 10% 
of the assessed valuation, the bonds of : 

1. The United States, Philippine 
Islands, District of Columbia and Porto 
Rico are acceptable to secure postal sav- 
ings deposits at par. 

2. Bonds of any state in the United 
States or Territory of Hawaii are ac- 
ceptable at their market value, but not 
over par. 

3. Bonds of any city or county in the 
United States of over 30,000 population, 
bonds of any school district in the United 
States in which the whole or major part 
of any such city is included, are accept- 
able to secure postal savings deposits up 
to 90% of their market value, but not 
over 90% of their par value. 

4. Bonds of any city, town, borough 
or village having a population of be- 
tween 20,000 and 30,000, and bonds of 
any school district in which the whole 
or major portion of any such munici- 
pality is included, are acceptable to se- 
cure postal savings deposits up to 80% 
of their market value, but not over 80% 
of their par value. 

5. Bonds of any other city, town, 
county, or other legally constituted mu- 
nicipality or district in the United States 
are acceptable to secure postal savings 
deposits up to 75% of their market 
value, but not over 75% of their par 
value. ; 

These laws may serve as a guide to 
the investor in buying Municipals. 











Profits in “Interned” Securities 


How the Investor Who Is Willing to Wait for the End of the 
War May Make Money—Securities Interned in Germany 





By SIEGFRIED STRAUSS 





HE European war has witnessed the 
’ return of a huge amount of Amer- 
ican securities, which has been 
held in European strongboxes for a 
great many years. There cannot be the 
slightest doubt that the best and most 
natural way to pay for the merchandise 
which Europe has been buying from us 
during the last two years is the resale of 
these American securities on the New 
York Stock Exchange. 

When the United States started to 
build up the railroad system, it had 
to go abroad to find the necessary capi- 
tal. England, Germany, France and 
Holland were the chief foreign subscrib- 
ers for American railroad securities. 
While England and France are return- 
ing huge quantities of their American 
securities at the present time, either sell- 
ing them or pledging them as collateral 
for loans, Holland, which has become 
very prosperous on account of the big 
business it does with the belligerents, 
has no desire to part with her American 
securities. Germany, however, would 
very much like to sell her American se- 
curities in New York City, thus creating 
dollar credits to pay for her purchases 
in Holland and Scandinavia. The Allies 
have declared securities contraband of 
war, and Germany cannot ship her Amer- 
ican securities to this country. As there 
is no way of delivering the securities in 
New York City, these “interned” Ger- 
man-owned American bonds and stocks 
cannot be sold on the New York Stock 
Exchange. If the German merchant 
submarines, plying between Germany and 
the United States, should succeed in keep- 
ing up a regular service, they might be 
the means of sending Germany’s Ameri- 
can securities across the Atlantic; in the 
meantime, however, there is an oppor- 
tunity for the shrewd American inves- 
tor. 


German-Owned American Securities 
There are about 35 different issues of 


American Railroad bonds and 2 Ameri- 
can Railroad stocks, which are dealt in 
on the German Stock Exchanges—Ber- 
lin, Frankfurt and Hamburg. The offi- 
cial rate of conversion is Marks 4.20 for 
the dollar for all these American securi- 
ties. If, for example, a German inves- 
tor wants to buy $10,000 Northern Pa- 
cific 3’s at 95% on the Berlin Stock Ex- 
change, his broker would render him an 
account as follows : $10,000 or Marks 42,- 
000 Northern Pacific 3’s at 951%4—Marks 
40,005. This amount of Marks 40,005 
plus interest and brokerage is what the 
German investor would have to pay. If 
the shrewd American investor would buy 
these $10,000 Northern Pacific 3’s in 
Berlin, he would have to send a “wire- 
less cable transfer” for about Marks 
40,000 to Berlin; at present the New 
York quotation for reichsmarks is about 
66 cents for every four marks, and the 
American investor would need $6,600 to 
pay the Marks 40,000, which is the Ber- 
lin price for $10,000 Northern Pacific 3’s. 
This example shows that the Berlin 
equivalent for the New York price of 66 
for Northern Pacific 3’s is 95%4. In real- 
ity, however, the Berlin quotations for 
these American securities are from 3 to 
10 points below the equivalent of the 
New York quotations, and the American 
investor who buys $10,000 bonds in Ber- 
lin instead of New York can save on 
this purchase from $200 to $700. How- 
ever, he cannot get physical delivery of 
his bonds, which have to stay with one 
of the big banks in Germany until after 
the war, or he can instruct the German 
bank to deliver the bonds for his account 
to one of the prominent banks of Hol- 
land or Switzerland. He can collect his 
coupons any time and without any loss; 
besides, all these German-owned Ameri- 
can bonds and stocks carry the official 
German stamp of 1% for bonds and 3% 
for stocks, and are, therefore, in normal 
times, generally 1% and 3% more valu- 
able than the American-owned bonds. 
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AMERICAN SECURITIES DEALT IN ON 
THE GERMAN STOCK EXCHANGES 


Baltimore & Ohio Shares. 

Pennsylvania Shares. 

Central Pacific 4’s first refunding due 1949. 

Central Pacific 3%’s first refunding due 1929. 
one Burlington & Quincy (Iowa Div.) 5’s due 
sie Burlington & Quincy (Iowa Div.) 4’s due 


Chicago Burlington & Quincy (Nebr. Div.) Ex- 
tension 4’s due 1927. 
Chicago, Rock Island & Pacific Ry. general 4’s due 


Chicago, pet Island & Pacific Ry. first and refund- 


ing due 1934. 
"“Ealerate & Southern refunding and extension 44's 
due 1935. 
Denver & Rio Grande first consol. 4’s due 1936. 
Denver & Rio Grande first consol. 4%’s due 1936. 
Denver & Rio Grande first and refunding 5’s due 1955. 
Illinois Central 4’s due 1952. 
Illinois Central 4’s due 1953. 
Illinois Central (Cairo Bridge) 4’s due 1950. 
Chicago, St. Louis & New Orleans consol. 5’s due 


$1. 
St. Louis Division & Terminal first 334’s due 1951. 
Louisville Division & Terminal first 3%4’s due 1953. 
Long Island R. R. refunding 4’s due 1949. 
Northern Pacific prior lien 4’s due 1997. 
Northern Pacific general lien 3’s due 2047. 
Pittsburgh, Cincinnati, Chicago & St. Louis cons. 
4%’s Series a 
Pubere. Cincinnati, Chicago & St. Louis cons. 
4's Series 1945. 
St. Louis & San Francisco general-6’s due 1931. 
St. Louis & San Francisco general 5’s due 1931. 
St. Louis & San Francisco general lien 5’s due 1927. 
St. Louis & San Francisco refunding 4’s due 1951. 
St. Louis & South Western first 4’s due 1989. 
P a Lees & South Western second 4’s income bonds 
ue Y 
m Paul, Minneapolis & Manitoba consol. 4%4’s due 
Southern Pacific Company San Francisco Terminal 
first 4’s due 1950. 
Southern Pacific R. R. first refunding 4’s due 1955. 
Union Pacific R. R. and land grant first 4’s due 


Oregon R.R. and Navigation Co. consol. 4’s' due 
1946. 


German-Owned Foreign Securities 

Besides her American securities, Ger- 
many owns a very large amount of Gov- 
ernment, municipal and railroad bonds 
of neutral countries like Argentina, Bra- 
zil, Chile, Mexico, China, Japan, Spain, 
Switzerland, Holland and Scandinavia, 
perfectly safe and high grade invest- 
ments, which can also be bought sub- 
stantially below their intrinsic value. 
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There is, however, one stock which de- 
serves to be especially mentioned, viz., 
Canadian Pacific shares. Before the war 
this stock had its most active market in 
Berlin, where the daily total sales used 
to be far larger than in London or New 
York. The certificates, good for deliv- 
ery in Berlin, had to be in the name of 
one of the three German banking: con- 
cerns which were the financial agents 
of the Canadian Pacific in Germany. 
When the war broke out, the Canadian 
Pacific stopped paying dividends on the 
stock registered as German-owned ; the 
German owners of Canadian Pacific stock 
have, consequently, been unable to col- 
lect their dividends for the last two and a 
half years, and these dividends will not 
be paid before the war is over. Cana- 
dian Pacific shares are quoted in Berlin 
cum dividends for 2% years, and as the 
stock pays 10% per annum, these ac- 
cumulated dividends amount to 25%. A 
Berlin quotation of 275 for 100 Canadian 
Pacific would figure out as follows: 100 
Canadian Pacific or $10,000 or Marks 
42,000 at 275 = Marks 115,500 (at 66 
cents for four marks) = $19,057. De- 
ducting herefrom the amount of the ac- 
cumulated dividends of $2,500 leaves a 
price of $16,557 for the American pur- 
chaser of 100 Canadian Pacific shares in 
Berlin. The Berlin quotation of 275 is 
consequently the equivalent of the pres- 
ent New York quotation of 165%. The 
present Berlin quotation is, however, way 
below 275, and the American purchaser 
of Canadian Pacific stock in Berlin who 
is willing to leave the stock in Europe 
and wait with the collection of his divi- 
dends until the war is over, can buy his 
Canadian Pacific stock at a bargain price. 


Roumanian Oil Wells To Be Destroyed? 


A wireless despatch dated November 28 quotes the Lokal Anzeiger of 
Berlin as saying that at a conference called by the Roumanian Government 
apropos of the Teutonic successes in that field, the suggestion was advanced 
that the Roumanian oil wells be destroyed. The proposal was negatived, the 
newspaper says, but it was decided to destroy the plants connected with the 


we 


e Berlin newspaper calls attention to the fact that a large amount 


of capital from neutral countries, including the United States and Holland, is 
invested in the Roumanian oil fields and adds that the destruction of the plants 
would injure the wells.—Petroleum Age. 
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Convertible Bonds 
Investments with Prospects of Increases in Values 





By L. O. PYE 





SECURITY which may be ex- 
changed at the option of the holder 
for another security of the same 

corporation, thereby decreasing the out- 
standing amount of the first and increas- 
ing the outstanding amount of the sec- 
ond, is termed convertible. Converti- 
bility is usually so stated on the face 
of the security, among other details, and 
is, in effect, a contract between the 
holder and the corporation. All securi- 
ties are “convertible” as far as selling 
one and buying another is concerned, 
but the express privilege of exchanging 
at a fixed ratio between the two classes 
of issues rests with the corporation 
which issues the security. 

Such conversion privileges are usually 
conditioned by the company, which de- 
fines (1) the issue into which the 
security is convertible; (2) the period 
of time during which conversion will be 
permitted, (3) the basis of the exchange, 
or the price ratio of the two securities ; 
(4) how any balance left over by the 
exchange will be settled, and (5) details 
as to the adjustment of interest or divi- 
dends which have accrued at the time 
of conversion. 

The mathematics of the conversion 
principle depend upon the ratio of the 
exchange. When the bond is convertible 
into stock at par, or $100 in bonds for 
$100 in stock, the price ratios are at 
parity and the bond may be converted 
whenever the stock sells at a higher level 
than the bond. However, when the ratio 
is not at parity but is fractional, the 
exact converting point must be worked 
out. Where the stock fluctuates consid- 
erably it is desirable to have a complete 
table of bond equivalents for the stock 
at every price.* Should the investor de- 


“Tables of this kind, with complete descriptions of 
many convertible securities have been prepared by 
Montgomery Rollins in a_loose leaf book entitled: 
“Convertible Securities.” For sale by THe MacazIne 
of Watt Street; $5.25 postpaid. 

Spencer Trask & Co., of New York City, in a cir- 
cular on Convertible Bonds suggest a simple method 
for computing the converting point at a given price: 

“Tt — borne in mind ww as the iy i = 
conversion figure is upon the par value o' e 
bonds, when the bonds sell at a premi or a di t 








sire to make up his own tables, the 
following may prove of value: 

Taking as an example, Alaska Gold 
Mines, 6% debentures, convertible into 
stock at $30. Problem: To find the 
converting price of the bond when the 
stock sells at $40. 


The ratio is: 
Bond price 100 3.33 


Stock price 30 1 


Or bond price=3.33 x stock price 

Substitute 40 for the stock price. 

Then bond price=3.33 x 40=$133.33. 

Bonds bought below $133.33 and sold 
as stock for $40 will show a profit, etc. 

The most important class of conver- 
tibles are the bonds which may or may 
not be secured by liens. Usually they 
are junior bond issues depending for 
their security upon the credit of the com- 
pany. Practically all convertible bonds 
are exchangeable for common stock, but 
there are notes convertible into bonds, 
preferred stocks convertible into com- 
mon stock. 


Investment Position of Convertible 
Bonds 


The two-fold aspect of convertible 
securities, and bonds in particular, is 
likely to lead to an over-emphasis of the 
speculative qualities of the bond and an 
under-emphasis of the investment quali- 
ties. While convertibility must be thor- 
oughly understood before the investor 
will know how to make a _ profit 
on his commitment, the investment posi- 
tion of the bond must be considered be- 
fore the investor can be certain of his 
principal. 

Convertible bonds are, as a rule, 


the stock conversion figure becomes different. For 
example, assume that a bond, at par, is convertible 
into stock at $150 per share. If the same bond were 
selling in the market at, say, 95, the stock conversion 
figure to the purchaser of the bond at the latter price 
would become of value when the stock sold at 142%. 
This is found by multiplying $150 per share (the stock 
conversion figure based upon par for the bonds) b 
S per cent. (the market price of the bonds), whic 
—_ the stock conversion figure of $142.50 per 
are.” 
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junior liens in co ies with large 
mortgageable assets. They take the form 
of debentures which are a direct obliga- 
tion of the company but not necessarily 
secured. Where the prior liens rank 
about class “A,” the debentures are 
likely to rank about class “B.” Some 
convertible bonds stand higher than 
ordinary debentures, being in some cases 
first liens secured by income, mortgage 
or collateral. In companies with fairly 
staple earnings such as public utilities 
a railroads, it is usual to expect that 
the convertible bond will be a debenture, 
but where the earnings fluctuate to any 
considerable degree, such as in indus- 
trial, mining, oil or trading companies, 
the convertible bond is usually secured 
by some mortgage or collateral. 

There is no question but that the con- 
vertible bond is a better investment than 
the stock, Interest must be paid and 
dividends are optional. It is obvious 


that if the reader wished to speculate 
in a company’s securities, he would 
naturally pick out the common stock and 


trade on margin, rather than to speculate 
in convertible bonds which would have 
to be bought outright. 

To take a few typical convertible 
bonds as examples, Chesapeake & Ohio 
convertible 414’s are rated at about “B,” 
where the first consolidated 5’s are “A,” 
and the first lien and improvement 5’s 
are “B”; Chicago, Milwaukee & St. Paul 
convertibie 414’s are second only to the 
divisional bonds of the company and are 
rated about “A 2”; Erie convertible 4’s 
are about “B2,” the divisional bonds, 
collateral trust notes, equipment and con- 
solidated general liens coming ahead 
with relatively slight priority in rating. 
American Telephone and Telegraph con- 
vertible 4’s are about the same as the 
collateral trust 4’s which are rated high. 
The convertible 4%4’s are a shade below 
the 4’s. The American Agricultural 
Chemical first mortgage convertible 5’s 
are entitled to about “A 2” rating. They 
have security in real estate and collateral 
and are naturally better than the deben- 
ture 5’s. American Smelters Securities 
sinking fund convertible gold 6’s are not 
a mort but have a rating of about 
“A2.” In this case the company binds 
itself not to place any mortgage on the 


property or franchises which will give 
such securities priority over the conver- 
tibles. 

The last consideration has been in- 
cluded by many companies in their con- 
vertible bonds’ clauses. They agree that 
no other securities will be issued which 
will come ahead of the convertibles 
whether already secured or not, the prin- 
ciple being that by such an agreement 
the bond holder’s priority is not dis- 
turbed. Where bE a a clause is not in 
the bond terms, the investor should be 
aware of it. 

Where the debentures are rated fairly 
high as compared with the mortgage 
bonds, one will find that the secured con- 
vertibles are certainly in an excellent 
position. 

A further consideration for the 
investor is the payment of the Federal 
income tax. A good many companies 
assume this charge thereby increasing 
the income for the investor. 


Speculative Aspects of Convertible 
Bonds 


The conversion privilege has the ad- 
vantage of allowing the investor to share 
in the profits of the company when the 
stock reflects unusual earnings. This 
affords the investor a high degree of 
security and at the same time a possible 
speculative profit. The corporation is 
benefited by such issues, in that it is able 
to sell such bonds easier and at the same 
time enjoys the possibility of not having 
to pay the principal at maturity or to 
pay part of the interest as a fixed charge 
if the bonds are converted prior to ma- 
turity. If an entire issue of convertible 
bonds should be exchanged for common 
stock, the company is thereby relieved 
of meeting the interest payments as well 
as the principal, though its dividend 
requirements are increased. Converti- 
bility tends to make the bond act sym- 
pathetically with the stock when the 
stock is above the converting point, fre- 
quently advancing the bonds to a 
ridiculously small yield price. How- 
ever, a decline in the stock will not have 
necessarily the effect of depressing the 
bond price below par or to a point below 
normal bond value. The investor is 
well protected against loss of income 
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should the earnings decline while he 
holds the bond, yet he may be able to 
sell the bond at a high level or convert 
and sell the stock and realize a substan- 
tial profit at times of unusual earnings. 

Where a large number of bonds are 
outstanding, convertible at a fixed price, 
the bonds tend to check an advance in 
the price of the stock beyond the con- 
version point. As the stock and bonds 
approach the technical parity necessary 
for profitable conversion, there is an 
opportunity for the speculator to take 
advantage of the convertible privilege by 
selling the stock short and buying an 
equivalent amount of bonds. This 
process is similar to arbitrage operations 
and requires quick executions when the 
variations are small. 

In operating in convertibles, the specu- 
lator must know all the details of the 
conversion conditions. He must know 


not only the equivalents but whether or 
not fractional shares will be paid in cash, 
the exact number of bonds which will 
be exchanged for even amounts of 


shares, the adjustment of dividends or 
interest which have accrued, etc. These 
matters affect the net return on each 
transaction and while apparently com- 
plex, can be readily computed for 
accounting purposes after the details 
governing the bond conversion have 
been examined. 

Most convertible bonds are exchange- 
able for stock in any amount and the 
differences due to fractional shares, in- 
terest or dividends accrued, are adjusted 
by a cash payment on the part of the 
company. Where the speculator buys 
the bonds and sells the stock short, he 
may find himself in the possession of 
a few shares more than he needs, but 
these can be sold as odd lots and the 
net profit not disturbed. 

The conversion privilege is usually 
offset by a redemption clause in the 
bond’s terms. While the majority of 
redeemable bonds are not redeemed 
prior to rentnag: 5 the possibility is 
always a factor for the long haul in- 
vestor who hopes to profit by a future 
rise in earnings. Such a convertible as 
the New Haven 6% debentures, due in 
1948, which are not redeemable are at- 
tractive in this respect. As the privilege 


of redemption is only exercised by the 
company after due notice, the short-haul 
speculator is reasonably sure that a bond 
will not be retired before he can convert 
and realize his profit. 

Speculation for the long haul is often 
attractive. The Chicago, Milwaukee & 
St. Paul 4%% convertible debentures, 
1932, now selling at 99, will be con- 
vertible from June 1, 1917, to June 1, 
1927, into common stock at par. On 
the assumption that the road’s earnings 
will cause a rise in the stock from the 
present price of 93 to above par, the in- 
vestor has possibilities of an unusual 
return on a fairly safe investment. 
Atchison, Topeka & Sante Fe conver- 
tible 4’s, 1955, convertible until June 1, 
1918, into common at par, are also at- 
tractive as the stock is now at 103 and 
the bonds at 105. However, railroad 
earnings in 1918 are very difficult to 
forecast, and the investor must be pre- 
pared to receive only a yield of 3.6% 
in this case, should conversion prove 
unprofitable. 

ypical of the convertibles which are 
now at about parity is the case of the 
Norfolk and Western 4% convertible 
debentures, 1932. These are conver- 
tible at par. The stock is now at about 
135 and the bond at about 136. A rise 
in the stock above the present bond price 
(supposing the bond was purchased now) 
would of course prove profit making. 

Allowance must be made in these 
transactions for the commission charges, 
as well as for any difference in adjust- 
ing the balances, on interest, dividends, 
fractional shares, etc. 

The best way for the general investor 
to operate in convertibles is to first de- 
termine how low a return on his invest- 
ment he can afford to receive should 
conversion be unprofitable, and he 
should only expect a profit by conversion 
as incidental to the investment return 
itself. Having decided upon this, he 
will next consult the list of convertible 
bonds (or other securities) which return 
the required yield or over and eliminate 
those below. 

At the same time, the investor will 
probably decide in what class of securi- 
ties he wishes to buy; whether railroad, 
industrial, public utility, mining or other 
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stock. These two factors in his invest- 
ment will probably reduce the list con- 
siderably. 

Now he will examine the general facts 
in regard to the securities still on his 
list. He will have to use his judgment 
in estimating the probabilities of a rise 
in the stock of each company, the prob- 
able course of earnings, the par value 
of the stock, its present position, and 
many general factors of this character 
which will enable him to reduce the list 
as far as possible. 

At this point the list has probably 
been reduced to half a dozen issues. 
These will have to be studied in detail. 
The investor should be able to calculate 
in advance the exact point at which’ he 
hopes to convert and what he may expect 
to make by the process. He will also 
need to go into the general position of 
the other securities and to consider all 
the possible effects of future financing. 
If the investor has had limited market 
experience, he should also ask the opin- 
ion of a competent authority before 
making a commitment. : 

Some of the lower priced convertible 
railway bonds seem attractive at this 
time, although there is an unquestioned 
element of speculation in some of the 


bonds themselves. Such bonds as Erie 
4% convertible mortgage A’s and B’s, 
1953, convertible into common at 60, 
until October 1, 1917 (stock now 36) ; 
Chesapeake & Ohio 414% debentures, 
1930, convertible into common at par 
until February 1, 1920, at par (stock 
now 64); New Haven 6% debentures, 
1948, convertible into common at par 
after January 15, 1923 (stock now 53) ; 
—afford high yields and are fair semi- 
speculations. 


Short Haul Convertibles 


For the short haul operator, a few of 
the issues now near technical parity are: 
Lackawanna Steel, 5%, lst consolidated 
mortgage, 1950; International Paper, 
5% consolidated mortgage, 1935; and 
American Smelters Securities, 5% de- 
bentures, 1934. 

Convertible securities are of fairly re- 
cent origin, but their popularity is gain- 
ing and the number of convertibles 
available for the investor should in- 
crease. 

The accompanying table gives a few 
of the main facts about important con- 
vertibles now outstanding and may be 
used as a guide in making a selection of 
securities for further study and possible 
commitments. 























The Cost of Coal 


The price of coal is a matter of vital concern to the average citizen. No less im- 
portant, however, is the question what our coal actually costs to produce and the interest 
in this subject is typical of the popular interest in the large productive enterprises of the 
country. As citizens we recognize the consumer's dependence upon the producer and 
are taking advanced ground as to their relative rights. In few industries does this de- 
pendence seem more vital or the consumer's equity appear larger than in that of pro- 
ducing and selling coal. The per capita annual expenditure for the useful metals is 
roughly equivalent to that for coal, but few citizens purchase pig iron or bar copper, 
whereas of the urban population only the dwellers in apartments, boarding houses, and 
hotels are spared the necessity of buying coal. The consumption of coal in the United 
States for heating and cooking is between | and |! tons per capita: A careful estimate 
for 1915 is 1.1 tons, which happens to be identical with the figure determined for similar 
consumption in Great Britain in 1898. This nonindustrial consumption is greatest in 
cities and in the city of Chicago in 1912 it was nearly 2 tons. Of course every citizen 
indirectly pays for his share of the total consumption which last year amounted to 4.6 
tons per capita.—Geo. Otis Smith and C. E. Lesher, U. S. Geological Survey. 

















Investment Offerings 





[Under Gils ecpdion vo will public from tas to tims 0 lie of uiet wo regal ws o> 


servative investment offerings by firms of unquestioned reliability 


securities will be 


of the type thet chould interest investors whe regard safety of principal es the primary com 
sideration in making their commitments.—Editor.] 





AMERICAN TELEPHONE & TELEGRAPH 
CO. thirty year 5% collateral trust gold bonds. 
Dated December 1, 1916, due 1, 1946. 
Redeemable in in whole or in part at the option 
of the company at 105 and interest on any in- 

date upon sixty days’ notice. A sinking 
fame gar caat to to bo at Gide ee 
for the retirement of bonds by purchase in 
the open market, or by call at 105 and interest. 
Pe in denominations of $100, $500, 
moh as rene a to ade thn coe only. 

ee authorized issue 
ai. i ome dee te hobs 
collateral having a value of 133 1-3% of the 
amount of the bonds issued, and is to agree to 
maintain such margin of 33 13%. This col- 
— pelle ee Sag be deposited is to consist 

following companies: New 

Telephone & Telegraph Co., New York 
Co., Southern hone & 
Tele = Co., panties te Te me & Tele- 
praph Co: Pacific hag ey & Telegraph Co. 
aie _ mS TP. = 
eldin mat 5 or- 
Co., interest, zie ‘och & Kidder, Pea- 


cto Co. Netiead! cis hey Harris, 
F & Co. 


Lee, Higginson & Co., of New 
York City. 

BETHLEHEM STEEL COMPANY, Purchase 
Money and Improved Mortgage 5% 20 year 
sinking fund gold bonds.—Dated July 1, 1916 
and due July 1, 1936. Authorized $60,000. 
outstanding 1,942,000. Redeemable in whole 
or in part at 105 and interest on any interest 
date. Free of Pennsylvania state tax. The 

part of the issue has been sold and the 
2 sen is offered at 100% and interest to yield 
about 4.96% by Clark, Dodge & Co, New ork 
City, E. W. Clark & Co., of Philadelphia, 
Brown Brothers & Co.. New York, E. Lowber 
Stokes, Philadelphia. Application will be made 
to list these bonds on the New York Stock Ex- 


UNITED ver FUEL COMPANY, first 
mortgage 6%, ty-year sinking fund gold 
bonds, dated january 1, 1916 and due January 
1, 1936. Authori ined $15,000,000 and outstand- 
ing $8,460,000. These bonds are listed on the 
New York Stock Exchange. Offered at 101 “— 
accrued interest, yieldin 4 Cr 5.90% by A. B 
Leach & Co., New Yo 

FLORIDA EAST COAST RAILWAY CO. 
First Mortgage 444% oe wh old bonds, 
due 1959. Interest on s is being 
ene without deduction of uke the Federal Normal 

Tax. Offered by the National City 
Company at 95%4, and interest, to yield 4.76%. 
CONSOLIDATED GAS ELECTRIC LIGHT 


14, 1935. Offered at 93 
cae over 5.10%, by Jackson 
change Place, New 


ork City. 


CITY OF BUFFALO, N. Y., 4% Registered 
Bonds, due 1917-1946. Issued in denomina- 
tions of $1,000 and $800. Offered by Horn- 
blower & Weeks, 42 Broadway, New York City. 
The maturities yield from 3.50% to 3.75%. 
The bonds are eligible to secure postal savings 
deposits to 90% of their face value. Exempt 
from all taxation in New York State and from 
the Federal Income Tax. 

IILINOIS GAS COMPANY, First Mortgage 
6% gold bonds, dated October 1, 1916, and due 

ially from July 1, 1919 to 1936. Interest is 
payable without deduction of the Normal Fed- 
eral Income Tax. Offered at price to yield 
about 6% average for the maturities, by Sidney 
Spitzer & Co., 115 Broadway, New York City. 


CITY OF MACON, GEORGIA, 4%4% Bonds. 
The Trust. Company of Georgia, Atlanta, Ga., 
offers these bonds at price to net about 3.95%. 
They are due serially, 1934 to 1944. Tax ex- 
empt in rgia. 

SEABOARD AIR LINE RAILWAY CO,, first 
and consolidated mortgage gold bonds, Series 
A, 6%, dated September 1, 1915, due September 
1, 1945. The amount of the issue presently 
outstanding is $26,909,500. Denominations of 
$100, $500, and $1,000 are available. The bonds 
are redeemable as a whole or in lots of not 
less than $1,000,000 at 10744% and interest on 
any interest date, after sixty days’ notice. Ap- 
plications will be made to list these bonds on 
the New York Stock Exchange. Offered at 
99% and interest, by Hornblower & Weeks, 
42 Broadway, New York City. 

BALTIMORE & OHIO RAILROAD CO, 
First Mortgage Fifty-Year 4% gold bonds, due 
1948, redeemable at 105 and interest on or after 
July 1, 1923, upon three months’ notice. Of- 
fered by the National City Company, of New 
York City, at 92% and interest, to yield 4.47%. 

NEW ORLEANS, TEXAS & MEXICO RAII- 
WAY CO. First Mortgage 6% gold bonds, 
dated March 1, 1916, due Oct. 1, 1925. Callable 
at 105 and interest on any interest date on 60 
days’ notice. Offered at 99 and accrued inter- 
est by William Salomon & Co., 25 Broad 
Street, New York City. 

PREMIER MOTORS CORPORATION 
(N. Y.) Five-Year 6% convertible secured gold 
notes, dated November 1, 1916, and due Novem- 
ber 1, 1921. Authorized and outstanding 
$1,000,000. Entire issue is redeemable at 101 
and interest on any interest date upon sixty 
owe notice. The notes are secured by pledge 

of all the capital stock of the Ration Motor 
Corporation (of Delaware), now owned or here- 
after acquired, the trust indenture restricting 
the creation of liens or borrowing of money. 
Price 96, to yield about 7%. Offered by Du- 
force Bond Corporation, 115 Broadway, New 

ork City and Megargel & Co., 35 Pine Street, 
New York City. 
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Bond Inquiries 





Belligerent Bonds 


M. A. D., Philadelphia, Pa—All cf the 
bonds of the belligerent governments, as you 
are aware, have been declining in the last few 
days. They are selling on very high yield 
basis now, and of course if these obligations 
are met at the close of the war, it means that 
the purchaser at these prices who holds, stands 
to make a large profit. Nevertheless, we do 
not look with favor on their purchase. It is 
possible, though not probable, that the credit 
of the strongest of the belligerent governments 
will be strained to the breaking point before 
the war is over. There will undoubtedly be 
presented the most desirable opportunities for 
investment in domestic securities with the 
close of the war, perhaps before. The investor 
who puts his funds into securities now which 
can be readily converted into cash without a 
loss of principal at the close of the war, will 
undoubtedly be in an advantageous position 
to buy high-grade securities at below their 
intrinsic value, and should be able to do this 
with perfect safety. 

The next issue of our MacGazine will be 
devoted almost entirely to the discussion of 
investments for safety and income only, which 
in our judgment are the only kind which 
should be made at this critical period. We 
are going to suggest, therefore, that you wait 
until this number comes out, as we believe it 
will contain much to interest you. In the 
“ meantime you may get the quotations on the 
foreign bonds from the daily papers, and as 
the rate of interest and maturity is always 
given, it is not difficult to figure out the ap- 
proximate yield. 


Safe Investments 


J. A. S., Mt. Vernon, N. Y.—The following 
of your securities we class as Al, and con- 
sider them absolutely safe as to principal and 
interest: 

U. S. Steel Sinking Fund 5’s. 

Brooklyn Rapid Transit 1918 5% Notes. 

Detroit United Railroad 4%%’s. 

New York Central 4%4’s. 

St. P., M. & M. Railroad 4%’s. 

Chicago Union Station 4%4’s. 

Southern Pacific Refunding 4's. 

Union Pacific 1st 4’s. 

Penn. Railroad General 4%’s. 


Seven Bonds 


C. E. B., Milwaukee, Wis—New York Rail- 
way Adjustment 5’s are subject to various 
underlying liens on the property owned and 
the lease-hold interests, also to the real estate 
and refunding mortgage of the New York 
Railways Company. As interest payments are 
dependent upon the income, the issue must be 
regarded as speculative. Interest is now be- 
ing paid at varying rates. The last payment 
was made October 1, 1916, at the rate of 
$1981 per $1,000 bond. The previous pay- 
ment this year was on April 1, 1916, and was 
$31.94 per $1,000 bond. New York Railways 
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Company’s earnings have been affected ad- 
versely by the recent strike, as shown by fig- 
ures in the gross passenger revenue decrease 
of $439,356 for October. 

Minneapolis & St. Louis Refunding & Ex- 
tension Mortgage Gold 5’s constitute a first 
lien on only 132 miles of the consolidated 
lines of this company. They are a junior lien 
upon the balance of the road and subject to 
a large amount of prior liens. These bonds 
are speculative, but their position is improving 
on account of the record earnings now being 
shown by the company. 

Minneapolis & St. Louis First Refining 
Mortgage Gold 4’s are also speculative, but 
the equities are good. 

Colorado & Midland 4’s.—The mines to 
which this road runs are said to be depleted 
arid the ratio of operating expenses to gross 
is very high (over 95%). The only hope of 
the stockholders of these bonds lies in the fact 
that the property (if placed in good shape) 
may be of strategic value to one of the roads 
it communicates with. 

Pere Marquette Consolidated 4’s.—The po- 
sition of these bonds is improving on account 
of the increasing earnings of the company and 
the optimistic reorganization situation. If you 
are a holder of these bonds we advise you 
to stay with them. 

Hudson & Manhattan, Inc., 5’s.—Interest is 
now being paid at the rate of 2% per annum. 
The last payment was made on October 1. 
Earnings are showing a slight improvement 
over last year and the position of these bonds 
is likely to grow better. 

St. Louis & San Francisco, Inc., 6's, w. i. 
are outstanding at the rate of $8,920 per mile, 
subject to prior liens outstanding at the rate 
of $42,694 per mile. This is the junior issue 
in the reorganized road. Their position is 
very speculative; as based on past records the 
interest would have been barely earned in any 
of the last five years. However, the San 
Francisco, along with other Western lines, is 
showing a heavy incrase in its gross and net. 


Investing $2,300 

S. B. N., Washington, D. C—For an in- 
vestment of $2,300, we recommend Canadian 
Municipal Bonds, preferably City of Toronto, 
5% gold bonds, and City of Montreal, 5% 
gold bonds. We regard these securities as 
A No. 1 and the yield is high. It is very 
possible that these bonds will appreciate con- 
siderably in value before maturity. 


So. Platte Canal 5’s 


M. K., Garfield, Utah—South Platte Canal 
& Resevoir Ist 5's is in a half way position 
between a sound investment and a speculation. 
This does not imply that there is any real 
danger so far as security of principal and 
dividend is concerned, but it does mean that 
the issue is not seasoned as are higher grade 
bonds, and it is directly responsive to a rise 
and fall in earnings of company. 
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Col. Gas & Electric 5’s 


W. F., Filimore, Wyo.—Columbia Gas & 
Electric Ist 5s must be considered as in a 
half-way ition between strong investment 
ant speculation. However, these bonds are 

» so far as equity and property is 
pened There is still some uncertainty 
as to their ultimate position, as related to 
earning power. The current favorable im- 
provement in the earnings of the company 
strengthens the position of the bonds materi- 
ally in the last 6 months or so. As these 


bonds have already advanced, we do not rec- 
ommend that you purchase them now, as we 
believe there are more attractive investments 
available. 

For example, Cities Service (pfd. 33%) Ned 
Pacific ys ees & Telegraph (pid 90). 
ee on Co 


mbia Gas & Electric bond is ae 


High Grade Security 


W. S. D., Dunkirk, N. Y.—We are not alto- 
gether favorably disposed toward any of the 
obligations of the belligerent governments, 
but we consider Argentine Republic 6% 5 year 
notes a very high grade security, and do not 
hesitate to recommend it. The City of Paris 
6s are doubtless perfectly secure, but the 
price of this issue may go still lower in our 
market, notwithstanding. 

As to a $500 bond, legal for savings banks 
in New York City, we can recommend either 
Norfolkland Westner Ist Consolidated 5s or 
Atchison, Tokepa: & Santa Fe general 4s. 
Messrs. John Muir & Company of 61 Broad- 
way, New York City, deal in these bonds, 


Sinclair Oil 6’s 
D. T. A., Tuskegee, Ala—We consider Sin- 
clair Oil 6s quite speculative. Of course the 
reason for these bonds selling at their present 
high price is ‘cause they are convertible into 
stock at 55 ana the stock is now selling around 
59. If the stock declines, the bonds will go 


down. They sold as low as 95 this year. The 
stock is too mew yet to have established its 
earning power, and while earnings are now 
running at a very heavy rate, there is no cer- 
tainty that they can be maintained. We do 
not suggest that you purchase these bonds 
unless you are willing to take considerable 
speculative risk. 


Chesa. & Ohio, Con. 5’s 


W. P. C., Spartanburg, S. C.—Chesapeake 
& Ohio cenvertible 5s are convertible into 
common stock of the Chesapeake & Ohio Rail- 
road at 75. Consequently the conversion fea- 
ture of the bond does not become of value 
until the stock sells above that figure. The 
stock is now quoted around 69. It is paying 
dividends at the rate of 4% annually, and earn- 
ing at the rate of about 13%. The prospects 
are quite favorable for this road and taking 
a long range view, we regard the convertible 
bonds as a very attractive investment. For 
the moment, however, we do not care to rec- 
ommend their purchase, since we believe the 
market has turned downward and in the event 
of any general decline, the price of these bonds 
should yield. 


Alaska Gold 6’s 


M. W. B., Washington, D. C.—Alaska Gold 
Mines 10 year convertibles, 6% debentures, 
series A and series B bonds are a rather at- 
tractive semi-speculative investment. While 
they are not secured by a mortgage on the 
property, the company agrees not to encumber 
or otherwise mortgage any of its assets, while 
any of these debentures are outstanding. 
There are issued $1,494,800 of the series A and 
$1,486,100 of the series B. The property ‘has 
a value way in excess of this total amount. 
We should not be surprised if the conversion 
privilge became valuable within the next two 
or three years. The bonds are convertible at 
$30. If you own any of these debentures we 
recommend that you hold them. 
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Dow Jones Avgs. 
20 Inds. 20 Rails 


108.65 
108.92 
108.77 
108.56 
108.33 
107.79 
106.91 
105.09 
106.73 
105.70 
106.22 
107.53 


50 Stocks 
High Low 
99.26 97.74 
98.38 97.47 
98.72 97.74 
99.10 97.74 1 
99.22 97.74 
98.61 97.66 
98.01 96.54 

93.04 
93.18 
91.72 
89.52 
92.05 


Total Sales 
1,313,100 
879,900 
986,800 
977,100 
605,600 
966,100 
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High Grade Railroad Bonds 


Investment Principles Which Should Govern the Purchase 
of This Type of Security— How to Tell a Good Issue 
—Some Selected Securities 





By H. L PERRINE 





NTIL within the last decade the 
purchase of bonds was confined 
for the most part to the large in- 

‘stitutions, such as insurance com- 
panies, and savings banks, or to the 
millionaire capitalists. In practically all 
issues the usual denomination was $1,- 
000, and such securities were conse- 
quently beyond the reach of the investor 
of moderate means. The nature of a 
bond was not entirely understood at that 
time and the word “investing” usually 
implied to the lay mind something diffi- 
cult and hazardous, something that was 
surrounded with an air of mystery. The 


people through the means of advertisc- 
ments, today high grade investment ad- 
vertising is published throughout the 
country to reach all classes, and every 
effort has been made to point out the 
investment opportunities afforded by the 
purchase of bonds. The large industrial 
corporations and railroad companies 
realize the importance of having their 
securities widely distributed and have 
been issuing at least a portion of their 
bond obligations in $100 and $500 
pieces. That this campaign has met 
with success is evidenced by the enor- 
mous increase in the bond holding class 








HIGHEST GRADE RAILROAD BONDS 
CLASS 1 


Issues 

Atchison, General 4s 

Union Pacific lst mtge. 4s... . 
North. Pacific Prior Lien 4s. . 
N. Y. Central Ist 3%s 

Chic., Bur. & Quincy Gen. 4s. 
P lvania Cons. 444s 
Norfolk & Western Ist 4s.... 
Baltimore & Ohio Ist 4s 








savings banks as a rule, afforded the 
only means of investment to the man 
of small income and a moderate return 
on the principal was accepted with en- 
tire satisfaction. It has been only within 
recent years that the average investor 
has become well acquainted with the in- 
vestment situation in all its phases, and 
this has been due largely to the wide- 
spread publicity of an educational na- 
ture given to investment matters by vari- 
ous periodicals and investment bond 
houses. Where formerly there was 
hardly a single bond dealer who thought 
it worth while to send his salesman to 
the smaller capitalists, or to reach these 


during the past few years and the wide 
distribution of such securities among the 
public. 


A Dangerous Tendency 


In fact, the movement has gone so far 
that many investors are inclined to be- 
come careless in their choice of invest- 
ments and to purchase bonds of all 
types and <jasses after only a superficial 
investigation. 

The continuance of this policy will 
seriously endanger the funds of the in- 
vestor, and it is to be hopec that he will 
exercise as much care in the future in 
placing tis funds as he did in 
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the past. The ease with which invest- 
ment funds of today may be placed 
should not interfere with a thorough in- 
vestigation of the factors underlying 
the security business. It is the purpose 
of this article to outline in brief the in- 
vestment principles governing the pur- 
chase of the miscellaneous railroad 
bonds and to call attention to a few rep- 
resentative issues which may be regarded 
as high types of investment possessing 
the two requisite features of safety of 
principal and interest and a desirable in- 
come yield. 


Railroad Bonds Best Known 


Bonds of railroad corporations form 
perhaps the largest and best known class 
of investment securities. Until a few 
years ago such bonds, yielding slightly 
more than the interest rates paid by 


thought to the security behind the par- 
ticular issues, the class of bond, the 
credit of the issuing company, or to its 
earning power. The fact that the se- 
curity bore the name of “railroad bond” 
was regarded as entirely sufficient from 
their point of view. 

During recent years, however, the at- 
titude of the public towards such issues 
has undergone a decided change, owing 
to the highly unsatisfactory conditions 
surrounding the railroad situation. The 
financial collapse of such large railroad 
systems as the New York, New Haven 
& Hartford, the Missouri Pacific, and 
the Missouri, & Texas, with 
their disastrous consequences, and the 
disclosures following the appointment of 
receivers for the Chicago, ock Island 
& Pacific, and the St. Louis & San 
Francisco, have resulted in an increas- 








CLASS 2 
RAILROAD BONDS YIELDING SLIGHTLY MORE THAN THOSE IN CLASS 1 


Due 
1996 


Issues 
Erie Prior Lien 4s 
Kansas City South. Ref. 5s.... 
Viewinion Be tar 
y- Ist 5s 
Florida East Coast Ist 4%4s.... 


Southern Ry. 
Ches. & Ohio Genl. 4%s.... 


Asked 


Bid 
82% 
91% 
83% 
96 


90% 
100 
88 





ne 


= 





savings banks, were regarded as the 
most satisfactory form of investment by 
those who were in a position to place 
their funds in securities. Underlying 
bonds of the large railroad systems 
could be purchased at prices which would 
allow an income return of from 4 to 


4% 


, and since this yield was consid- 
ered ample at that time, investments of 
this character were eagerly sought after 
and frequently commanded a substantial 


premium over the offering price. The 
investing | rare placed their funds in 
issues of this long before the for- 
mation of the large industrial units, or 
the development of public utility corpo- 
rations, and as a consequence, such se- 
curities have become highly seasoned 
and are to be found today among the 
holdings of the most conservative in- 
vestment institutions, such as saving 
banks, hospitals, insurance companies, 
trust companies, etc. The majority of 
investors placed them on a level with 
Government issues and gave little 


ing discrimination on the part of the 
public against railroad bonds of junior 
rank, and a closer examination of the 
factors underlying first mortgage issues. 
That such discrimination has been car- 
ried to extremes is not denied. The fact 
remains, however, that the railroads in 
this country, taken as a whole, are in a 
much weaker position than was the case 
some ten or twenty years ago, and the 
prospective investor should therefore 
examine a little more carefully the char- 
acter of the security he intends purchas- 
ing, and should submit it to a thorough 
test before placing it in his strong box. 
Roads in Receivers’ Hands 

At the present time a trifle more than 
30% of the total steam railroad mileage 
of this country is being operated by re- 
ceivers, and while the causes underlying 
the various receiverships were in many 
cases beyond the control of the railroads 
themselves, a careful analysis by the in- 
vestor, of these roads’ affairs, in advance 
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of a purchase of their securities, might 
have saved considerable worry, as well 
as money. It is during times such as 
the present, when railroad traffic is un- 
usually heavy and when large profits are 
being realized by practically all railroad 
companies, that the investor should ex- 
ercise particular care in his selection of 
railroad securities, with a view to de- 
termining as nearly as possible the in- 
vestment position of such_ securities 
when conditions again become normal. 
Many investors noting the continual 
decline in prices of representative rail- 
road bonds have doubtless come to the 
conclusion that the security behind them 
and the earning power of the roads have 
become impaired, overlooking entirely 
the reasons operating for the change. 
Such is not the case, however, and it is 
safe to say that the security behind the 
average railroad bond is equally as good 
today as it was ten years ago, in spite of 
the fact that prices have declined con- 
siderably. 


Diversity of Railroad Bonds 


The tremendous amounts of money 
needed in financing the large railroad 
systems have brought forth a great va- 
riety of bonds, and this diversity of is- 
sues is naturally confusing to the indi- 
vidual. The prospective bondholder is 
confronted with an intricate array of 
titles in which such words as “refund- 
ing” “trust” “income” “collateral” “con- 
solidated” “convertible” “debenture” 
“improvement” “equipment,” etc., are 
found in all sorts of combinations. Un- 
less he is thoroughly familiar with all 
these various types of investments, it 
will probably be best for him to confine 
his purchases to the first mortgage bond 
issues. From the standpoint of safety 
of principal, yield and renee it 
would be difficult to find a type of se- 
curity better suited for investment re- 
quirements. Representative issues of such 
character may be purchased at the pres- 
ent time to yield | between 44% and 
434, and while this return is below that 
obtainable on other purchases, the two 
factors of safety and fair income return 
afford an ideal combination. 

Equities Behind a Bond 
In considering a railroad bond, it 


would naturally be supposed that its 
value would depend almost entirely upon 
the value of the real property on which 
it was a lien. If the total outstanding 
amount of a first mortgage bond issue 
was well within the valuation of the 
property mortgaged, it would seem that 
the bondholder had little to fear as re- 
gards his investment. Too much re- 
liance, however, should not be placed on 
this feature. Inasmuch as a great deal 
of the property of a railroad is not worth 
very much except when it is actually 
operating, the most important point to 
be considered is the earning capacity of 
the carrier. Unless the road under con- 
sideration is able to show a substantial 
margin of safety over and above all its 
interest requirements, the property valu- 
ation will count for little. To insure 
safety, this margin over interest charges 
need not be as large as in the case of 
industrial corporations, since the busi- 
ness of railroads, as a rule, is on a more 
stable basis and does not fluctuate within 
such wide limits. Generally speaking, a 
railroad company earning between 1% 
and 13% times all its charges may be 
considered to be in a strong position. 
There are many other factors of great 
importance which are to be given care- 
ful consideration by the investor, but the 
limitations of this article permitvonly of 
the mention of a few of them. The 
physical condition of the property, the 
proportion of the yearly maintenance ap- 
propriations to gross revenues, the 
territory served, the relation existing 
between bonded debt and capital stock, 
the character of the management, the 
general credit and standing of the road, 
and its traffic alliances with other rail- 
roads are factors of the greatest im- 
portance in determining the value of any 
railroad security and should not be over- 
looked. 

In the tables herewith are shown a 
few representative railroad issues which 
may be regarded as safe inyestments. 
While they may not offer any great op- 
portunities from a speculative stand- 
point, they afford an outlet for the 
surplus funds of the conservative indi- 
vidual, which is comparable in nearly 
every respect to a savings bank deposit. 
Two classes of are shown, the 











398 


1 
THE MAGAZINE OF WALL STREET 











first, embracing underlying issues of the 
largest railroad systems, and the second, 
including bonds of a somewhat lower 
rank. The tabulations show the average 
prices of the bonds during the years 
1916 and 1915, giving also the present 
prices and the current yields. 

All of these issues are legal invest- 
ments for savings banks and trust funds 
in a number of states and are to be 
classed as the highest type of railroad 
investment bonds. They enjoy a ready 
market at all times and are well sea- 
soned. The issuing companies in each 
case are roads of unusually high credit 
and large earning power and may be 
expected, even in years of depression, to 
earn a sabatantiel margin over all in- 
terest requirements. For many years 
they have maintained liberal dividends 
on their stocks and have been able to 
add substantially to their profit and loss 
surpluses after the payment of the same. 
The purchaser of these securities may 
rest assured that he has the best possible 
investment in railroad bonds, and will 
have little to fear from the standpoint of 
safety, while at the same time he is de- 
riving a fair return from his invest- 
ment. 

The bonds ‘included in the second list 


are not in any sense to be regarded as 
speculative or insecure, but they have 
been placed in another class, due to the 
fact that they do not stand on as high 
an investment plane for one reason or 
another. In some cases the roads repre- 
sented are too much dependent on one 
commodity for their traffic to justify a 
higher level for their underlying issues ; 
in others, the credit of the roads is not 
of the highest, and in others, the fluctua- 
tion in earnings from year to year is 
too great. The difference in the grade 
of security is clearly. evidenced by the 
slightly higher yield on the bonds of the 
second class. 

To the ultra conservative investor, 
who wishes to receive a slightly higher 
income return on his surplus funds than 
is obtainable through the savings banks, 
the bonds listed in Class I may be recom- 
mended with every assurance of safety. 
Should the investor, however, wish to 
combine a reasonable degree of safety 
with a fairly large income and ready 
marketability, a selection from the sec- 
ond class would be advisable. The in- 
vestor in railroad bonds should find little 
difficulty in selecting a security from 
either list which would measure up to 
his requirements. 











The Lesson of the Railroad Year 


A few years ago, the average shipper was not much concerned in whether 
the railroads had money to provide more and modern facilities and equipment 
or not. The pace of business was not so fast that old and antiquated transporta- 
tion machinery was incapable of standing the strain of service. 

This year, every manufacturer, every storekeeper, every producer in every 
line has to concern himself with the state of transportation. 

Practically every important line in the country has been forced to place 


embargoes on freight. 


the big terminals are jammed with merchandise. 


Every business man knows that encouragement of modern railway pro- 
iveness three or four years ago, which could have been easily extended 
Seiugh the assurance of fair treatment to capital invested in the railroads, 
would have greatly increased the volume of business which this country would 
have been able to transact now that opportunity in every line is hampered by 


inability to deliver the goods. 


1916 is the greatest educational year which the railroads have ever had. 
From the market standpoint, the action of the railways has been disappointing 
in comparison with the performances of the industrials. However, at the 
current level we think the standard railroads offer splendid investments. 

We are of the opinion that, when the trading fraternity realizes the change 


of sentiment eet: econ the coun 


a sudden outburst of activity in 


which has been developed, there will be 
ils—Odd Lot Review. 




















Railway Equipment Bonds as 
Investments | 





By EDWARD R. DOYLE 





HE investor who wishes a first-class 
security would do well to consider 
railroad equipment bonds. These 

bonds do not have the speculative char- 
acter of railway bonds in general. After 
being in vogue for about fifty years, 
there is no important instance on record 
of a railway equipment bond holders who 
have lost principal or interest.* Only in 
rare instances have the interest payments 
been delayed, in receiverships. The 
value of these bonds is not seriously im- 
paired by bankruptcy. 

Equipment bonds yield from 3 to 6%, 
the great majority ruling at 4.5%. This 


ment bond is not so seriously affected, 
because it is the only lien on the security. 

The reason why these bonds are not 
more widely bought by the general pub- 
lic is probably due to the fact that their 
character is complex and some study 
must be given to them before the in- 
vestor can readily appreciate their good 
qualities. Comparatively few bond buy- 
ers know the method of equipment fi- 
nancing and why equipment bonds are 
so secure. 


Nature of Equipment Issues 
Equipment issues are resorted to by 


HOW THE EQUITY OF EQUIPMENT BONDS INCREASES 


“A. B.C.” R.R. EQUIPM 
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1915 [1916 | 1917 | 1916 | 1919 | 19z0 


is about 144% higher than the savings 
bank usually pays. The bonds can always 
be easily liquidated. 

There are several equipment bonds 
which yield over 5%. A first lien 
may seem to be secure, but even such 
bonds may be greatly depreciated by the 
default on some junior issue. An equip- 


_— 


*For , cnpetiont Gaapeien of equipment pons si 
ory and legal aspects o juipment trusts, 

is referred to Chamberlain's ‘Principles of Bond 4 
vestment,” for sale by Tug Macazine or 
Street; $5.20 postpaid, 
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TRUST ISSUE. 


ENT 
(SEE TABLE Ne 8) 


1922} 1923 | 1924) 1925 1928 193! 


the railways to finance the purchase of 
freight cars, passenger cars, locomotives, 
etc. The law has determined that rolling 
stock shall be considered as “personal 
property.” For this reason it has been 
possible, legally, to isolate equipment 
from other property and to lease it un- 
der a conditional sale. A railroad often 
uses cars for ten or fifteen years without 
owning them. As long as the company 
does not own the rolling stock bought 
through an equipment trust, it cannot be 
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attached by any general creditor of the 
railroad. 

The railroads first resorted to equip- 
ment trusts as a method of paying the 
car builders. The car builders wanted 
cash. To satisfy them, the railroads, or 
sometimes the car companies, interested 
bankers in underwriting the amount of 
the equipment under a trust. The trust 
issued certificates to investors. The 
railroad then proceeded to pay the trust 
certain sums (usually 10%) annually 








Equipment bonds are especially secure 
because they are the only lien on the 
equipment. Since the railroad must 
have equipment even in bankruptcy, it 
must keep up its payments of interest 
and principal. This has been demons- 
trated in many receiverships. As the 
equipment depreciates less rapidly than 
the bonds are amortized, there is a con- 
stantly increasing margin of value of 
the equipment over the bonds outstand- 
ing. If the equipment is sold at auction 





HOW RAILROADS BUY EQUIPMENT. 
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THE EQUIPMENT CO. 
CONTRACTS TO SELL 
EQUIPMENT TO THE 
TRUST FOR CASH. 
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.R. BONDHOLDERS 
HAVE EQUITY IN 
ALL PROPERTY 
OF THE R.R EXCEPT 
EQUIPMENT BOUGHT 
THROUGH THE TRUST 





THE EQUIPMENT TRUST 
ORDERS FROM EQUIPMENT 
CO., CONTRACTS TO LET 
THE R.R. USE CARS WHILE 
PAYMENTS ARE BEING 
MADE, AND /SSU2S aavas 





TO PAY CASH ON EQUIPMENT 








THE EQUIPMENT 
BELONGS TO THE 
TRUST BONDHOLDERS 

UNTIL PAID FOR 
IN FULL. NO OTHER 
R.R. CREDITORS 
CAN ATTACH IT. 
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until the entire equipment cost had been 
paid to the trust. In this way, the trust 
really discounted the car builder’s sale 
and collected costs from the railroad. 


The trust device was resorted to in 
order to evade certain laws which pro- 
hibited the segregation of particular as- 
sets from attachment by general credi- 
tors. Many railway bond holders may 
imagine that they have an equity in all 
the rolling stock on a company’s lines, 
but this is not so of rolling stock bought 
through an equipment trust. 

Such equipment belongs to the trust 
until paid for in full by the road. 


SL 


the bond holder does not suffer for he 
can realize the full value of his claim by 
the sale. The railroad is required to 
pay an advance on the equipment before 
the bonds are issued, this advance pay- 
ment usually being from 10 to 20%. 
“Life” of Equipment 

Railway equipment has a theoretical 
average life of 20 years. This “life” 
varies of course for freight cars, pas- 
senger cars and locomotives, and also 
for different railroads. Table 1 shows 
the average life of equipment as esti- 
mated by the Railway Age Gazette. 
Railway experts have not been able to 
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determine accurately the average “car 
life” or “locomotive life” but the rough 
20-year average is now generally ac- 
cepted for standard equipment. The 
equipment must always be kept in repair 
by the railroad. If any trust equipment 
is lost or destroyed, it must be replaced. 
Reports on the condition of a “trust” 





TABLE 1 


AVERAGE LIFE OF RAILWAY EQUIP- 
MENT (ESTIMATED) 


Steel Gondola (Coal) Car 
Steel Passenger Car 
Locomotives 
Scrap value after full service is approximately 
20%. 


efficient methods of railroading, better 
bridges, road-bed, signal systems, etc., 
constantly add to the life of the equip- 
ment. 

The “Philadelphia Plan” 

In Table 3 is given a typical car trust 
plan of amortization. Here a ten-year 
basis is assumed in order to show more 
clearly the increasing marginal security. 
The equipment trust plan is often called 








TABLE 2 


AVERAGE VALUE OF RAILWAY EQUIP- 
MENT. 


Wooden Freight Cars 
Steel Freight Cars 
Steel Passenger Cars 








must be rendered whenever demanded 
by the trustees and at least once a year. 

Depreciation of value will, of course, 
be affected by the weights of the units. 


the “Philadelphia Plan” owing to its in- 
ception in Philadelphia. This was due 
to the fact that certain Pennsylvania 
laws prohibited the conditional sale, and 








TABLE 3.—TYPICAL EQUIPMENT AMORTIZATION: “A. B. C.” R. R. 


Price of Equipment, $1,000,000. Advance payment, $50,000. Issue of $950,000 Bonds, Retired 
at the rate of $50,000 every 6 months (9% years). 


Excess 
. value of equip’t 
Bonds Depreciation Value over 
Month Payments outstanding of equip’t of equip’t outstanding 
Advance paym’t $50,000 $950,000 ap ve $1,000,000 $50.000 
] 50,000 900, 975,000 75 

50,000 850,000 950,000 100,000 
50,000 800,000 925,000 125,000 
50,000 750,000 ,000 150, 
$0,000 700,000 875,000 175,000 
50,000 650,000 850,000 200, 
50,000 600,000 825,000 225,000 
$0,000 $50,000 250,000 
50,000 500,000 275,000 
50,000 450,000 300,000 
50,000 400,000 325,000 
50,000 350,000 
50,000 300,000 
50,000 250,000 
50,000 200,000 
50,000 150,000 
50,000 100,000 
50,000 50,000 
50,000 Last payment. 
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350,000 
375,000 
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425,000 
450,000 
475,000 
500,000 
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Table 2 shows the value of different 
kinds of rolling stock as given by the 
Railway Age Gazette. It is apparent 
that if a large number of passenger cars 
are ordered, the average life of the “lot” 
is greatly increased, while if a large 
number of engines are included, the 
average life is decreased. Owing to the 
greater durability of modern cars, the 
depreciation has been reduced. More 


by the expedient of a trust, the law could 
be circumvented. 

Each payment in Table 3 may be con- 
sidered as a bond “series.” e total 
amount of the trust bonds may be is- 
sued at one time and included under the 
designation: “1916-34.” The payments 
fall due semi-annually. Some railroad 
men object to equipment trust financing 
because it continually takes working 
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capital from the treasury, but the in- 
creasing practice of financing equipment 
in this way contradicts the prejudice. 
The relations in Table 3 are also 
plotted in the accompanying graphic. 


Comparison of Yields 


Equipment bonds generally yield 
about the same rate as the first liens. 
This is not so in the case of the weaker 
roads. With such roads as the Missouri 
Pacific, or the Missouri, Kansas and 
Texas, the equipments yield less than 


had not been depreciated to anything 
like the declines in general railway 
bonds, and far less than the common 
stocks. 

There are but two equipment issues 
listed on the New York Stock Exchange, 
Delaware & Hudson and New York Cen- 
tral. All other equipments are sold 
“over the counter.” Many brokerage 
houses buy and sell equipment bonds for 
their customers, but the main business 
is done by banking firms which specialize 
in railway securities. 








TABLE 4 
COMPARISON OF YIELDS OF EQUIPMENT BONDS AND GENERAL BONDS 


Equip. Bond Yields* 
Pennsy’ 
Illinois Central 


Southern Pacific 
— York Central 


Missouri, — & Texas 
* Approximate. 


R. R. Bond Yields* 
(1st 4448, 1921) 
(Ist 3%s, 1951) 
(Ist ref. 4s, 1955) 
at 34s, 1997) 
rior lien 4s, 1996) 
(Ist cons. 5s, 1936) 
(deb. 4s, 1955) 


(1st 4s, 1990) 





~— — 





the best bonds of the railroad. Table 4 
gives a comparison of the equipment 
yields with the best railroad bond yields. 
It must be remembered that equipment 
bonds are held directly against the trust, 
and not against the railway. The trust 
has a special indenture drawn up by 
which it leases the equipment to the 
railway. The equipment bond holder 
would have comparatively little difficulty 
in bringing action against the road since 
the amount of equipment bonds out- 
standing is relatively small. The various 
railroad bonds are usually enormous 
and widely distributed, so that it is diffi- 
cult for a holder of ordinary railway 
bonds to press a claim against a railroad. 

The range of equipment yields is very 
narrow, being from about 4.1% in the 
case of Pennsylvania, to about 5.0 in the 
case of M. K. T. Seldom do equipments 
— 6% and some sell to yield but 
3. 


en the New York Stock Exchange 
reopened in 1915, the first trading to be 
permitted was in railway equipment 
bonds. This was due to the fact that they 


There is a constant demand for rail- 
road equipment bonds by insurance 
companies. The latter have many large 
payments to make annually and it is not 
always easy to buy such a variety of 
maturities as the equipments afford. 


Expansion of Equipment Issues 


Public Utilities are resorting to equip- 
ment trust issues as a means of financing 
their purchases of rolling stock. This 
practice should increase. In 1910 the 
Interstate Commerce Commission re- 
ported that there were $350,000,000 
equipment issues outstanding, and this 
has probably been greatly increased since 
then. The railroads are now in need of 
more equipment to handle the greatly 
increased traffic. Car shortage in the 
= fall has been a very serious menace. 

he new purchases should afford a wide 
variety of issues for the selection of the 
investor. 

The fact that equipment issues must 
be ratified by the Interstate Commerce 
Commission means that they are sub- 
jected to close scrutiny by public officials 
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and that the issue of such securities will 
be based only on actual needs. 

The amount of equipment issues 
available for investment at any particular 
time varies of course. This may some- 
what affect the yield, but only slightly. 
Equipment yields tend to follow the 
money market somewhat, but the in- 
fluence is very limited. Unless the in- 
vestor has unusually large capital the 
fluctuations in yield can be ignored. 

Equipment bonds are issued in de- 
nominations of $1,000. They are sold 
outright. The commission charge is in- 
cluded in the yield quotation. 


Owing to the great variety of ma- 
turities, quotations of equipment bonds 
are always in terms of yield. As the 
yield varies somewhat with the maturity, 
each issue is quoted as a _ range, 
given as “bid and asked.” The shorter 
maturities fluctuate in yield with current 
money rates. 

The holder of an equipment bond can 
put his certificate in a safe deposit vault 
with the assurance that every payment 
of interest will be made promptly and 
the principal will be paid at maturity. 

The table published herewith gives a 
number of equipment bonds available. 








EQUIPMENT BONDS 
Quotations of December 9, 1916 


Railroad 
Ann Arbor 
Alabama Great Southern . 
Atlantic Coast Line ... 
Baltimore & Ohio 
Boston & Albany . 
Buffalo, Roch. & Pittsburg 
Canadian Northern 
Canadian Pacific 
Carolina, Clinchfield & Ohio 
Central Vermont ; 
Chesapeake & Ohio 
Chicago & Alton Prt 
Chicago & Eastern Illinois 


Chic., Indianap. & Louisv. ......--..-+++++- 


Chicago & North Western 
Chicago, Peoria & St. Louis 
Chicago, R. I. & Pacific 
Chicago, St. L. & N. Orleans 
Cinn., New Orleans & Tex. Pac. .. 
Clev., Cinn., Chic. & St. I aa 
Colorado Southern .... 
Delaware & Hudson ... 
Erie 
Frisco Construction 
Grand Trunk Ry. of Canada 
Hocking Valley 
Hudson & Manhattan 
Illinois Central 
Internatl. & Gt. Northern 
Kanawha & Michigan 
Kansas City Southern 
Louis., Henderson t. 
Louisville & Nashville 
Michigan Central 
Minn., St. P. & S 
Minneapolis & 
Missouri, Kansas & 
Missouri Pacific 
Mobile & Ohio 
N. Y. Centrai Lines 

. Y., N. H, & Hartford 
Norfolk & Western 








St. L., Iron Mt. & Southern 
t. Louis & Southwestern 
Louis & San Francisco 








Southern Pacific 
Southern Railway 

Texas & Pacific 

Toledo & Ohio Central 
Virginian ilway 
Virginia & Southwestern 





t. 
Seaboard Air Line ........++--+eeeeeeeeeee 


(Yield) 
As! 


* Maturities ked 
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*These maturities cover various issues at different interest rates, but the yields are not 


affected for the investor's purposes. 
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Investing in Industrials for 


Safety and Yield 


Industrial Bonds for the Careful Investor—Some Issues That 
Meet the Requirements of Conservatism — Industrial 
Preferred Stocks—Their Attractive Yields and 
Earnings, Margins of Safety 





By BARNARD POWERS 





HIS is the day of the industrial com- 
pany. Between the labor unions 
on one hand, restrictive legislation 

and oversupervision, the railroads have 
lost their supremacy as market leaders 
and to some extent their popularity as 
media of investment. Taking a long 
range retrospect of the stock market, it 
is instantly apparent how the railroads 
have declined and the industrial com- 
panies have risen in popular favor. The 
bull market of 1900-1902 was dominated 


by the railroads, the industrial averages 


showing comparatively small advance in 
the first two years of the movement, 
while the railroad averages shot up 
sharply, and in the third and culminating 
year the ‘industrials practically stood 
still while the rail averages made their 
high record for the movement. 

n the big market of 1906-7 the indus- 
trials did er, and also in the up- 
ward swing culminating in 1909, but the 
rails ran way ahead of the industrials. 
From 1909 the tendency of the rails was 
downward, the movement culminating 


with the closing of the Stock Exchange 
after the outbreak of the great war. 
While the industrials shared in the 
downward movement to some extent 
they managed on the whole to hold their 
own fairly well. 


The Industrial Boom 


War orders and the ifdustrial boom 
which has marked the last two years 
has brought the industrials into their 
own. The roads, too, have shared in this 
prosperity, but not nearly to the extent 


of the industrial companies. In about 
the middle of 1915 the industrial mar- 
ket averages crossed the railroad aver- 
ages, jumped way into the lead and have 
held that position since. Anyone inter- 
ested in tracing the movements of these 
average prices during the last sixteen 
years will find them set forth in graphic 
form on page 295 of the December 9 
issue of THE MaGazINeE oF WALL 
STREET. 

But what has the speculative move- 
ments of railroad and industrial stocks 
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got to do with the investment securities 
of these two classes the reader may well 
ask. Simply that the improved market 
position of the industrials is but a reflex 
of the larger earnings which they are en- 
joying which in turn gives a much great- 
er margin of safety and allows a better 
rating to those industrial securities 
which may be classed under the head of 
sound investments. 

The conservative investor may put 
some of his funds but not all in indus- 
trial bonds. The business of practically 
all industrial companies is bound to fluc- 
tuate more or less, as such corporations 
do not enjoy the security of monopolistic 
privileges which most railroads possess 
and theoretically, therefore, the security 


yield with somewhat less security, or 
the smaller yield with greater degree of 
security. In the case of a woman’s funds 
or the funds of an estate, the lower yield 
with greater stability would be prefer- 
able, but there are many first class in- 
dustrial bonds so well buttressed as to 
assets and earnings that they compare 
favorably with almost any high grade 
railroad bond. This class of bonds the 
business man is justified in considering, 
as the element of risk in connection with 
them is almost negligible. 


Selection of Industrial Bonds 


Table 1, which accompanies this article, 
gives a selection of sixteen industrial 
bonds which should prove of interest to 
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TABLE 1 
SIXTEEN WELL SECURED INDUSTRIAL BONDS 


Name Outstanding 


Adams Express Coll. Trust 4s 

Am. Agr. Chem. Conv. 5s 

Amer. Cotton Oil Gold 5s 

Amer. Smelters Sec. Conv. Deb. 6s... 


N. Y¥. Air Brake Conv. 6s 
Rep. Iron & Steel Sink. Fd. 5s 
U. S. Steel Cor. Gold 5s 

West. Union Coll. Trust 5s 


Interest Recent Yield 
PerCent Price Per Cent 


ie 


- 


4 
5 
5 
6 
4 
5 
5 
5 
4 
5 
7 
7 
6 
5 
5 
5 


101% 








of the railroad bonds is greater, although 
there have been numerous collapses of 
railroad securities of recent years which 
have severely tested railroad credit with 
the investor. But, generally speaking, 
the railroad bond offers a somewhat 
stronger type of security than the good 
industrial bond since the last analysis the 
railroad will continue to operate and 
carry freight and passengers even in the 
worst of times, while circumstances may 
combine to cut down the operation of an 
industrial company to a very small de- 
gree for a time. The industrial bond, 
however, usually gives a somewhat bet- 
ter yield and it is up to.the investor to 
decide whether he prefers the higher 


the investor who is considering putting 
funds into this type of security. This 
table, it should be understood, is intended 
merely to suggest to the investor some 
industrial bonds which he might well con- 
sider. In a discussion of this sort it is 
clearly impossible to go into an ex- 
haustive examination of each issue since 
each security is worth a study as long 
as this entire article. The investor who 

s to invest soundly, should acquire 
the habit of first hand investigation no 
matter how good the authority. The 
habit of taking anyone’s say so is a bad 


one. 
Generally speaking, however, the is- 
sues given in Table 1 have stood the test 
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of time and are backed by earnings which 
entitle them to consideration as high 
class investments. It will be perceived 
that there is a considerable range of 
yields to select from, ranging as low as 
4.6% to as high as 5.6%. A higher 
yields mean something, either the issue 
is comparatively new, or that for some 
reason or other it may not be a “popular” 
bond or that the business of its company 
is more or less fluctuating in character. 
These are points for the investor to dig 
out and he will be then in a position to 
determine which is the most desirable 
for his particular purposes. 


Preferred Stocks 
There may be some question as to the 


event of a liquidation of the property. 

There are many investors, however, who 
prefer to tie up only a portion of their 
principal in bonds, putting a part of the 
remainder in preferred stocks of high 
grade or some similar form of investment 
which makes a relatively higher yield 
than bonds. In short, they are willing to 
accept a more speculative investment in 
exchange for a higher yield and pros- 
pects of increment in prices. For this 
class of investors Table II has been com- 
piled. It gives a list of industrial pre- 
ferred stocks which have paid their divi- 
dends for the last ten years without in- 
terruption. This list is, of course, not 
complete, as there are many other pre- 
ferred stocks which might be included, 








TABLE 2 
TWELVE INDUSTRIAL PREFERRED STOCKS WHICH HAVE PAID FULL 
DIVIDENDS FOR TEN YEARS OR LONGER 


Outstanding 


Amer. 
Amer. 
Amer. 
Amer. 
Amer 
Amer. 


Int. Nickel 

National Lead 

U. S. Rubber, Ist pfd 
U. S. Steel 


* Earnings as last officially reported. 
* Cannot be retired. 

* Redeemable at 105. 

*Not preferred as to assets. 

* Non-cumulative. 


360,281,100 


Yield 
Per Cent 


Recent 

Price 
103 
100 
99 
107 

115% 
120 
115 
108 
107 
113 
113 
121 


* Earned 
on Pfd. 


19.75 
48.90 
19.89 
43.08 
28.80 
11.99 
19.90 
10.63 
131.81 
11.12 
14.60 
21.05 


Div. 
Rate 


NIOIA DV AAIAAADGH 


* May be redeemed at option of company at not less than par. 








propriety of including preferred stocks 
in an article which is intended primarily 
to lay emphasis upon investments which 
embody the theory of a high degree of 
safety. There are those who maintain 
that a preferred stock, no matter how 

t a margin of safety it possesses, is 
not entitled to be spoken of in the same 
breath with a bond, since a bond is a 
mortgage on the whole or a part of some 
property, while a preferred stock is but 
a mortgage on earnings and can only 
share in the assets of a company in the 


but it is fairly representative of the better 
class of industrials. The yield on these 
preferred stocks is considerably higher 
than the bond yields in Table I and the 
preferred issues mentioned have a much 
wider range of market movements. But 
the fact that these stocks have maintained 
an unbroken dividend record for a decade 
and in some cases for many years longer, 
entitles them to a good investment rating, 
especially as the average margin of safe- 
ty of the preferred dividends is ample. 

In considering these issues the investor 
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should look into the terms of issue, 
whether the dividend is cumulative or 
non-cumulative ; whether the issue is pre- 
ferred as dividends and assets, or both; 
at what price it may be retired, if at all; 
how it would fare in the event of disso- 
lution of the company, and last but not 
least, why the stock sells higher or low- 
er than others which apparently are of 


about the same status. The last is very 
important. 

International Nickel preferred, for in- 
stance, makes the lowest return of the 
twelve stocks tabulated because its mar- 
gin of safety, i. e., earnings over dividend 
requirements, is very large. Sentimental 
effect has been somewhat unfavorable to 
the preferred stock. 


COMBINED AVERAGES OF FIFTY R.R.&. INDUSTRIAL STOCKS 


Jan. Feb. Mar. Apr. May June 


Five Years Combined 
1912 1915 1914 1915 


Sept. Oct. Nov. Dec. 
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in Short Term Notes 


The “Why” of the Short Term Noteand Its Investment Rating 
—How the Investor Should Regard the Short Term 
Security—Safety versus Yield—Some Attractive Issues 





By LESTER L. FREUND 





ITHIN almost a stone-throw of 

the spire of Trinity Church 

there are two men enjoying 
important executive positions with a 
la corporation, but who still come 
a al the classification of “salaried” 
persons, who have made comfort- 
able fortunes during the last ten 
ears by a judicious combination of 
investment and speculation. One has 
accumulated more than $300,000 and the 
other slightly less than $250,000, most 
of which has been made out of stocks. 
The method they follow is this: When 


the best grade dividend paying stocks 
are cheap, not merely attractive or low, 
but actually on the bargain counter, they 
purchase to the full amount of their 


capital on hand on a 50 point margin. 
At the time they buy they set the selling 
point, usually about 30 points above the 
purchase price. Then, disregarding 
time or tide or intermediate market fluc- 
tuations, they wait until their selling 
price is reached, cash in their profits 
and sit back to wait for bargain days 
again, meantime putting their funds at 
work in safe, interest-paying invest- 
ments of as nearly a non-fluctuating 
character as it is possible to find. In ten 
years’ time they have not averaged more 
than two turnovers per annum of their 
funds, but they have never taken a loss 
and their net profits have been handsome 
even for Wall Street. 


“Interim” Investments 


The “interim” investments of a nearly 
non-fluctuating character mentioned 
above are short-term notes. Short-term 
notes are notes with a life of usually 
from two to three years which are issued 
by corporations to tide over times 
unfavorable for long-term financing. It 
may be that interest rates are abnormally 
high or that bankers are willing to 
undertake financing only on usurious 
terms owing to a large demand for capi- 
tal as in times like the present, or it 
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may be that the bond market is in no 
mood to receive new issues. At all 
events the corporation must have the 
money and at once—hence the expedient 
of short-term notes. They are issued 
usually in denominations of $1,000 bear- 
ing the prevailing rate of interest and 
are a direct obligation of the issuing 
concern. The idea is that in a year or 
two it may be possible to finance for a 
long term on a favorable basis, in which 
event the notes are paid off at maturity, 
or if the time for long-term financing is 
still unpropitious, the notes are under- 
written and extended for a further 
short-term period. The advantage oi 
the short-term note is that it does not 
commit a concern to high interest rates 
for a long time. The short-term note 
blossoms profusely in years of panic and 
depression when interest rates are 
unduly high. 


When Rogers Issued Notes 


The late Henry Rogers found his for- 
tune cut in two in the panic of 1907 
and the uncompleted Virginia Railroad 
on his hands. It was obviously out of 
the question to attempt to raise money 
by the issue of bonds at such a time 
on an unfinished railroad. He was com- 
pelled to resort to the issue of short-term 
notes at 6% interest and guarantee the 
payment of this interest by securing 
these notes with his own personal hold- 
ings in Standard Oil stock, banks, gas 
companies, etc. His experience is the 
experience of many an individual and 
corporation needing money in tight 
times. 

From the investment viewpoint the 
chief advantage of the short-term bonds 
and notes is that the principal is to be 
repaid in a short time and unless dis- 
aster overtakes the issuing corporation, 
the notes are not likely to suffer severe 
declines in prices. It will be seen that 
if a two year note paying 6% and issued 
at 100 declines to 99 a year before it is 
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due, the investor at 99 will receive the 
regular 6% interest on the note in addi- 
tion to a profit of 1% when the note 
is retired, making his yield for the year 
slightly better than 7%. 

Of short-term notes there are many 
kinds and there are numerous very good 
firms in the financial district which 
specialize in this class of security. 
Those interested in short-term can 
obtain a daily list of these securities 
giving the due date of the note, 
rate of interest, bid and asked price and 
the yield on the asked price. Short- 
term notes include issues yielding any- 
where from 34% to better than 10%, 
but the investor who buys an issue yield- 
ing as high as 10% is speculating, not 
investing. Any short-term note which 


railroads in the world. The answer 
becomes apparent at once when one 
looks into the terms of issue of these 
notes and finds that they are redeemable 
at par and interest at any time on 60 
days’ notice. The purchaser at 102% 
must be prepared to write off 2% points 
on his investment if the railroad should 
decide to retire these notes. It is 
apparent then that the investor who buys 
short-term notes blindly is apt to regret 
such an ill-advised step. The general 
principles which govern sound investing 
apply to short-term notes as well as any 
other securities. 

The list presented with this article is 
chosen with the primary idea of safety 
and attractiveness of yield. It is, of 
course, by no means complete, as there 








TEN WELL SECURED SHORT-TERM NOTES WITH GOOD YIELDS 


Int. Rate 


American Thread Co 7 Jan. 


Brooklyn Rapid Transit Co... . 

Cc. B. & Q. R. R. (Joint).... 4 
Kansas City Railwa 

Laclede Gas Light 

*Morgan & Wright 

Pennsylvania Co. ............ 


June 15, 1921 


Due Bid Asked Yield % 
1, 1919 9844 99 4.50 
1, 1918 100% 100% 4.75 
1, 1921 98 98% 
1, 1918 101 101% 
1, 1919 100% 101 
1, 1918 100 


PREIS AEBUGPIS TEs Ra POP RSE eh Ot 


i ees 


99% 

1005 101 
TSloss Iron & Steel Co April 1, 1918 oy 99% 
tSloss Iron & Steel Co 6 Feb. 1, 1920 102 103% 
United States Rubber Co Dec. 1, 1918 1015 102 


* Guaranteed principal and interest by the United States Rubber Co. 
t Assumed by the Sloss-Sheffield Steel & Iron Co. 


Maturities in the above list range from April, 1916, to July, 1921, and the average interest yield 


of the entire list is 4.630%. 








yields more than 2% above the current 
interest rate for prime six month com- 
mercial paper, should come in for the 
most careful scrutiny, for like stocks and 
bonds, short-term notes do not make 
unduly high yields unless there is some 
very substantial reason. At this writing 
the Remington Arms-Union Metallic 
Cartridge Company 5% notes due Feb- 
ruary 1, 1919, are 874 bid and 89 asked. 
The financial troubles which this com- 
pany has been experiencing because of 
the difficulties which it has had to meet 
in connection with the execution of its 
large rifle order for the Allies, furnishes 
the reason for the high yield and puts 
these notes, for the time being at least, 
very much in the speculative class. 
Again the Canadian Pacific Railway 6% 
notes due March, 1924, yield 3 60% 
which apparently is a strangely high 


yield for the notes of one of the greatest 


is a very large number of short-term 
notes on the market. 


Listing of Short-Term Notes 


_ The Governors of the New York 
Stock Exchange have approved an 
amendment to the constitution providing 
for listing and trading in short-term 
notes at less than the commission rates 
fixed for trading in stocks. The amend- 
ment provides for trading in notes 
running less than five years and will 
bring to the Exchange a large portion 
of the business now done “over the 
counter” by investment houses. It is 
the intention to list bonds and notes 
of foreign countries, notes of corpora- 
tions and bonds of similar character. 
This amendment 


will undoubtedly 
increase the interest in short-term notes 
as it will provide a ready market of 
record for such securities. 
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nor the authorities for the various items guarantee them, but they are selected with the utmost 
and trustworthy. 


care, and only from sources which we have every reason to 
Market 


believe are accurate 


without further corroboration.—Edisor. 
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Atlanta, Birmingham & Atlantic.—For 
week ending Nov. 21 gross earnings were 
$77,521 against $64,894 in the corresponding 
week last year, an increase of $12,627, or 
nearly 20%. From beginning of the fiscal 
year to Nov. 21 gross —- were $1,386,842, 
an increase of $211,836, or 18%. Net income 
for October, after liberal expenses for main- 
tenance of way and of equipment, was approxi- 
mately $103,000, the largest ever reported. In 
1911 the company showed earnings as high as 
$100,000 for a single month, but maintenance 
expenditures were less than half what they 
were in October of this year. 


Atlantic Coast Line—Reports October 

oss of $3,088,724, and net after taxes of 

094, against 1915 gross of $2,572,334 and 
net after taxes amounting to $598,521. 


Atlantic, Gulf & West Indies.—lInterests 
closely identified with Atlantic Gulf feel con- 
fident that by June 30 of next year the com- 

any will have a cash balance in hand of not 
less than $90 per share for the $14,963,000 com- 
mon stock. This would mean a total of about 
$13,500,000 cash. Present cash balances ex- 
ceed $7,500,000. 

Baltimore & Ohio.—Reports October 

‘oss of $10,657,534 and net amounting to $3,- 
560,922, which compares with 1915 gross for 
October, amounting to $10,004,431, and net of 
$3,160,542. 


Bangor & Aroostook.—Reports for Octo- 
ber a gross of $399,883, and net of $215,444, 
compared with 1915 October gross amounting 
to $355,043 and net of $169,303. This is an in- 
crease of 840 in gross and $46,141 in net. 


Boston & Maine.—October gross shows 
857,573, inst $4,429,911 in 1915, and $4,- 
533 in 1914. et after taxes amounts to 
$1,385,782, compared with $1,248,165, in 1915, 
and $1,118,560 in 1914. 
Buffalo, Rochester & Pittsburgh.—Report 
for October shows gross of $1,157,011, against 
1,052,239 in 1915, or an increase of $104,772. 
et after taxes shows $247,424, against $309,791 
in 1915, or a decrease of $62,363. 


Buffalo & Susquehanna.—Declaration of 
a 3% dividend on Buffalo & Susquehanna 
common stock, following dividends of 1% each 
in August and October and making 5% this 
year, is probably a new record for quick re- 
sumption of common dividends by a reorgan- 
ized railroad. The present company and man- 
agement took over the property Jan. 1, 1914. 


Northern.—Reports. October 
f 


groan at $3:716800 inst $3,678,500 in 1915 
° again: y in ’ 
or an increase o $38,300 ; net after taxes $1,- 


220,300, compared with $1,257,000 in 1915, or a 
decrease of $36,700. 


Chesapeake & Ohio.—Reports for Octo- 
ber a gross of $4,315,499, against $3,977,182 in 
1915; net after taxes amounted to $1,534,997, 
compared with $1,391,422 in 1915; surplus after 
charges was $742,277, against $586,223 in 1915 

Cheyenne R. R. Co.—Incorporated in No- 
vember in Wyoming for the purpose of con- 
structing and taking over the Cheyenne Short 
Line, which runs from Cheyenne to Strong 
City, Okla. When completed it will be oper- 
ated by the Clinton & Oklahoma Western R. R. 

Chicago, Burlington & Quincy.—Reports 
for October a gross of $10,586,316, as com- 
pared with $9,493,929 in 1915, or an increase 
of $1,092,387; net after taxes amounts to $4,- 
307,888, against $4,029,307 in 1915, or an in- 
crease of $278,581. 


Chicago Great Western.—Reported for 
the third week in November $389,313, against 
$355,643 in 1915. 

Chicago, Indianapolis & Louisville.—De- 
clared a dividend of 154% on common stock 
and regular semi-annual dividend of 2% on 
the preferred. Six months ago a dividend of 
3%% on common stock was declared, being 
the first dividend declared since December, 
1913, gd to which the rate was 154% semi- 
annually. 

Chicago & North Western.—To apply for 
authority for a 10% increase of its capital 
stock, amounting to $15,250,950, giving the 
rights to stockholders to subscribe for it at 
par. 


Chicago & West Michigan—Announced 
Dec. 11 that New York Stock Exchange had 
stricken from the list the company’s first con- 
vertible 5% bonds, due 1939. 


Erie.—Recently gave orders for ten 143- 
ton engines. 

Illinois Central.—October gross shows 
$6,819,182, compared with $6,093,005, which is 
an increase of $726,177 ; net after taxes amounts 
to $1,717,504, inst $1,208,630 in 1915, or an 
increase of 874. 

a Valley—For first time since 
April, igh Valley for October reports a 
decline in gross. Due practically entirely to a 
decline in revenue from transportation of coal. 
October gross, of $4,434,852, was $204,505, or 
4.4% less than in same month of 1915. 


Louisville & Nashville—Estimated oper- 
ating revenues from July to Nov. 30 were 
$27,901,113, which was an increase of $3,790,- 
608 over the same months in 1915, 
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Michigan Central Railroad.—Stockholders 
will be asked at special meeting Feb. 7 to con- 
sent to creation of a $100,000,000 mortgage. 


Rock Island.—Gross earnings for Novem- 
ber were $7,064,634, compared with $6,660,110 
last year, an increase of $404,524. This com- 


pares with an increase of $1,218,000 in 
October earnings. 


Wabash.—For the first third of the cur- 
rent fiscal year Wabash net operating income 
after taxes increased $1,240, over the same 
period of 1915. 





————EE=E_ 
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Ajax Rubber Co.—Plans have been practi- 
cally completed whereby the Ajax Rubber 
Co. will take over the Racine Rubber Co. of 
Racine, Wis. It is understood that out- 
standing capital of Ajax company will be in- 
creased from $5,000,000 to $10,000,000 and 
extra capital will be used in exchange for 
Racine stock, Racine Co. has net assets of 
$2,250,000 and net earnings this year are 
estimated at about $700,000. 


Allis-Chalmers.—Declared regular quar- 
terly dividend of 144% on account of back 
dividends on preferred, payable Jan. 15 to 
stock of record Dec. 30. The company has 
purchased for $250,000 a half interest in 
Gates Iron Works. 


American Bank Note Co.—Called $200,000 
of its 5% notes, leaving (000 of the 
original $600,000 outstanding. Noted do not 
mature until September of next year, but 
the company had right of calling them after 
September 15 of this year. 


American Brake Shoe.—Declared regular 
dividend of 8% on its preferred stock, pay- 
able in four quarterly instalments of 2% 
each, and regular dividend of 7% on its 
common stock, in four quarterly instalments 
of 134% each. An extra dividend of 2% was 
also declared on preferred stock, payable 
Dec. 30 to stock of record Dec. 22. 


American Can.—Declared regular quar- 
terly dividend of 134% on preferred stock, 
payable Jan. 2 to stock of record Dec. 15, 


American Chicle Co.—Declared the regu- 
lar quarterly dividend of 14% on the pre- 
ferred stock, payable Jan. 2 to stock of rec- 
ord Dec. 22. 


American Cyanamid.—It is said negotia- 
tions have been concluded whereby Ameri- 
can Cyanamid Co. secures the extensive and 
well-equipped phosphate rock mines of 
Amalgamated Phosphate Co. in Florida in 
exchange for its stock. 


American International Corp.—Report 
showed earnings to Dec. 1 were at rate of 
14.09% on the average capital invested, and 
equivalent to $4.46 a share on the outstand- 
ing stock. 

American Locomotive has taken orders 
for ten 217-ton engines for Wheeling & 
Lake Erie; four switching engines for the 
Philadelphia, Bethlehem & New England; 


five for the Tata Iron & Steel Company of 
India and five for an East African road. 


American Milling Co.—Declared dividend 
of 7% payable Jan. 15 to stock of record 
Dec. 31. Books close Dec. 31 reopen Jan. 
16. This company paid 3% in July and 3% 
in January. 


American Steel Foundries.—Declared 
dividend of 14% for quarter ending Dec. 
= payable Dec. 31 to stock of record 

ec. 16 


American Woolen Co.—Declared regular 
quarterly dividends of 14% on the pre- 
ferred and 14% on the common stock, both 
payable Jan, 15 to stock of record Dec. 11. 
Books closed Dec. 11 and reopen Dec. 28. 


Ansco Co.—Declared regular quarterly 
dividend of 2%% payable January to stock 
of record Dec. 18. 


Atlas Powder Co.—Declared regular 
quarterly dividend of 2% on common and 
an extra dividend of 8% on common stock 
both payable Dec. 11 to stock of record 
Dec. 1. An extra of 3% has been paid quar- 
terly during the past year. 


Barrett Co.—Declared extra dividend of 
10% on common stock payable Jan. 25 to 
stock of record Dec. olders of com- 
mon stock of record Dec, 20 have right to 
subscribe to new stock to extent of 10% 
sf present holdings at par. Right expires 
an. 20. 


Buick.—Production reports from the Buick 
plant- in Flint indicate that all previous 
records are being broken. A total of 10,430 
cars were shipped and 10,700 manufactured 
during the month of November. 


Central Leather.—It is understood that 
Central Leather has made a most substan- 
tial reduction in the amount of its first lien 
5s held by the public. About. $650,000 of 
these bonds were retired during the 1915 
year. 


Chandler Motor Co.—Declared regular 
quarterly dividend of $2 and an extra of $1 
a share, payable Jan, 2 to stock of record 
Dec. 18. Pres. Chandler says earnings for 
current 1916 calendar year will be close to 
$1,715,000, equivalent to $24.50 per share of 
the $7,000,000 capital stock outstanding. 
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Corn Products Refining Co.—President 
Bedford recently issued a statement to 
shareholders covering operations from 1 
to 1916, which estimates net profits for year 
to end Dec. 31 at $5,000,000 


Crucible Steel Co.—Recently awarded 
contracts for 2800 14-inch armor piercing 
shells by United States government. _Com- 


pany also is understood to have taken gov- 
ernment orders for 1000 high explosive 
shells. 

Cuba Cane Sugar Corp.—Declared regu- 
dividend of 134% on the pre- 
"1 eee Jan. 2 to stock of 


lar quarter] 
ferred sto 
record Dec, 


Cuban-American Sugar Co.—Has issued 
its report for year ended Sept. 30, which 
shows earnings amounting to $7,682,546 for 
the $7,135, common stock outstanding 
at end of the fiscal year. This represents 
an increase of $3,193,630 over 1915, and is 
equivalent to $107.67 on this common stock. 


Electric Boat.—Declared extra. dividends 
of 15% on both common and preferred 
stocks, payable Dec. 29 


General Motors Co.—The bank balances 
of the General Motors Co. as of Nov. 28 
were in excess of those on the same 
date a year ago. 


i Co.—Estimated sales of the 
B. F. Goodrich Co. for 1916 are around 
$70,000,000. This compares with $56,000,000 
in 1915 and $43,000,000 in 1914. 


Grasselli Chemical.—Estimates of net 
earnings in current fiscal period are around 
$75 a share on the common. Such earnings 
would compare with $38 earned in 1915 and 
slightly more than one-third of that amount 
in S01 . In 1915 and 1916 the company has 
declared dividends of 32%% in cash on the 
common and 20% in stock. The last dec- 
laration was 144% regular quarterly, plus 
5% extra and 1 common stock. In three 
previous quarters the dividends were 14% 
regular and 344% extra. 


Great Atlantic & Pacific Tea Co.—Re- 
gorse Fey sales for nine months ae 
ov. of $51,376,072. This compares wit 
974,999 for the corresponding period of 
3a an increase of ,401,073, or over 


Hercules Powder Co.—Declared regular 

guacverty dividend of 2% and an extra of 
Y%% on the common stock, payable in 

cash, and in addition a special dividend of 
47%4%, payable in Anglo-French bonds at 
95. This makes a total of 95% in dividends 
this year, 

Hoover Steel Ball Co.—Declared a 100% 
stock dividend and an extra of 5% in cash. 
Latter dividend payable Jan. 1 to stock of 
record Dec. 20. 


International Harvester Co. of N. J—De- 


clared regular quarterly dividend of $1.25, 
payable Jan. 15 to stock of record Dec. 23. 


_Jones Bros. Tea Co.—Merrill, Lynch & 
Co, have purchased Jones Bros. Tea Co., 
Grand Union Tea Co., Globe’ Grocery 
Stores, Anchor Pottery Co. and Jones Bros. 
Importing Co. Amount involved is about 
$10,000,000 and will result in consolidation 
of above companies into Jones Bros. Tea 
Co. The chains acquired operate 256 stores, 
and have 3500 direct agents, ranking as the 
largest distributor of teas and coffees. 


Kelly - Spri d Tire Co. — Estimated 
earnings for the year to end Dec. 31 are 
from to 50% for its $5,000,000 common 
stock. This would compare with 29.67% 
earned in 1915. 


S. H. Kress & Co,—November sales were 
gener an increase of $175,961, or 15%; 
1 months sales were $12,486,997, an in- 
crease of $2,284,384, or 22%. 


Lackawanna Steel Co.—Earnings for No- 
vember were about the same as in October, 
when net for stock was close to $1,250,000. 
The holiday in November, combined with 
hampering of shipments because of car 
shortage, caused deliveries to decline about 
7,000 tons from previous month, the loss 
being about offset by a higher average of 
prices. 


_Loose-Wiles.—Declared regular quarterly 
dividend of 134% on first preferred stock. 


age & Myers Tobacco Co.—Declared 
reg quarterly dividend of 134% on the 
preferred stock, payable Jan. 1 to stock of 
record Dec. 15. 


May De ment Stores.—Declared regu- 
lar q arterly dividend of 14% on preferred 
es "1 pam Jan, 1 to stock of record 

ec. 


McCrory Stores Corp.—Sales for No- 
vember were $684,188, compared with $464,- 
299 in November of 1915, a gain of $139,889, 
or 30.13%. For the 11 months sales were 
$5,559,894, compared with $4,687,240 for the 
Ty ela of 1915, a gain of $872,654, or 


Merrimac Chemical Co.—Declared divi- 
dend of $1.67, payable Jan. 2 to stock of 
record Dec. 12. This dividend covers a pe- 
riod of four months, from Sept, 1 to Dec. 
31, and is at $5 annual rate. Regular divi- 
dends hereafter will be paid quarterly. Also 
declared stock dividend: of 11,760 shares of 
par value of $588,000, payable to stock of 
record Dec. 12, in ratio of % share of new 
stock for each present share. Directors 
voted to purchase entire plant, assets and 
gees will of Cochrane Chemical Co. of 

verett, and to issue 35,280 shares of aggre- 
gate par value of $1,764,000 of the authorized 
and unissued capital stock of the company. 
New stock to be offered at 73 to stock of 
record Dec. 12 in ratio of 1% new to each 
share of present stock. 
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Paige-Detroit Motor Co.—Net earnings 
for the current year are estimated at be- 
tween $1,300,000 and ,400,000 on the 
$1,500,000 capitalization outstanding, or at 
the rate of 90% on that issue. As the par 
value of stock is $10, earnings would be 
equivalent to $9 a share. 


Republic Iron & Steel.—Declared on its 
preferred stock 4% on account of accumu- 
lated dividends on the issue, payable Jan. 1 
to stock of record Dec. 15, which clears up 
back dividends. 


Safety Car Heat & Light Co.—Declared 
regular quarterly dividend of 2%, payable 
Dec. 23 to stock of record Dec. 12. 


Sears-Roebuck.—Declared regular quar- 
terly dividend of 134 on the preferred, pay- 
able Jan. 1 to stock of record Dec. 15. No- 
vember sales were $17,680,999, an increase of 
$4,953,845, or 37%; for 11 months, $128,- 
599,297, an increase of $29,043,359, or 29%. 


Standard Coupler Co.—Declared regular 
semi-annual dividend of 4% on preferred 
stocks and a dividend of 14% on common 
stock, payable Dec. 23. Books closed Dec, 
16, reopen Jan. 10. Last dividend on com- 
mon was in Jan. and was 1%. 


United Alloy Steel Co.—Declared an ini- 
tial dividend of bY payable Jan. 10 to stock 
of record Dec. 28. 


United Fruit SS regular quar- 


terly dividend of $2 per share, payable Jan. 
15 to stock of record Dec. 23. 


U. S. Rubber.—Plans for an issue of $60,- 
000,000 bonds will take care of bond obliga- 
tions maturing during the next two years 
as well as the floating debt, which amounts 
to something over $20,000, 


United States Steel—Reports unfilled or- 
ders on hand Nov. 30 as 11,058,542 tons, an 
increase of 1,043,282 tons, as compared with 
10,015,260 tons on Oct. 31, Unfilled ton- 
nage on Sept. 30 was 9,522,584 tons; on 
Aug. 31 was 9,660,357 tons; on July 31 was 
9,593,592 tons; on Nov. 30, 1915, was 7,189,- 
489 tons. 


Western Electric.—Declared a dividend of 
144% on preferred stock and a dividend of 
$2 on the common, both payable Dec. 30 
to stock of record Dec. 23, 


Westinghouse Electric.—Issuance of new 
stock amounting to $15,000,000 has been un- 
derwritten and will be offered to stockhold- 
ers at par. As there is $60,000,000 of cap- 
ital stock, issuance of $15,000,000 new stock 
at par means a ratio of 25% of holdings. 
od value of Westinghouse stock is $50 a 
share. 


Willys-Overland.—Declared regular quar- 
terly dividend of 14% on preferred stock, 
payable Jan. 2 to stock of record Dec. 20. 


Woolworth Co.—Reports November sales 
amounting to $7,671,904, an increase of 
13.72%, compared with $6,746,441 for No- 
vember, 1915. 








Auto Production 


There is no basis for reports of overproduction. On the 
other hand, there is an underproduction rather than an over- 


production. 


The great and increasing demand for cars is reflected in 
the fact that we are expressing automobiles to agents. There 
is such an urgent demand that consumers are willing to 
stand for the additional transportation charge. 

There is an overproduction in one respect only—that is 
in automobiles that do not stand up to the rigid tests re- 
quired. But there is an underproduction rather than an 
overproduction of cars that are standing up to every claim 
made for them, and giving satisfaction to the buyers.—H. M. 
Jewett, President Paige-Detroit Motor Car Co. 
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Evolution of Public Utility Investment 


How Gas, Electric Light and Power Securities Have 
Gained Public Favor—Their Advantages—Future of 
Public Utilities—A Selected List for Sound 
Investment Purposes 





By GEO. E. 


BARRETT 





HE agricultural, industrial and com- 
mercial expansion of this country 
may be said to date from the end- 

ing of the Civil War. Primarily, the 
United States is a storehouse of raw 
materials with unbounded fertility of soil 
and mineral resources. A more sound 
foundation upon which to build the great- 
est nation in. the world could not be 
found. 

From the time that civilized man first 
tilled the soil with a crooked stick Moth- 
er Nature has been found to produce 
more than is consumed by the tiller and 
his dependents, and has made possible 
the accumulation of capital and wealth. 
During every period of history when 
men would devote their time industrious- 
ly to tilling the soil and shaping the raw 
materials for the necessities, comforts 
and luxuries of life, it has been found 
that great periods of prosperity spread 
among the people. 

Evolution of the Public Utility 


The process of the shifting of the work 
and labor of the world from the muscle 
of man to the muscle of the animal and 
then to mechanical power increased the 
efficiency of mankind beyond calculation. 
The application of mechanical power 
through the steam engine to industry 
and transportation revolutionized the 
work of the world. This transition is 
still in process and the rise in the stand- 
ard of living and prosperity of the world 
has been coincident therewith. 

The necessity for the railroad in the 
opening up of the vast resources of this 
country was apparent. The railroads 
had to be built and vast sums of capital 
were attracted-frem European countries 


to supplement the wealth invested by 
the people of this country in their build- 
ing. 

As the vast network of railroads de- 
veloped, cities sprang up throughout the 
land. The gathering of large numbers in 
communities where everybody required 
water, _local transportation, light, etc., 
gave rise to the Public Utility Corpora- 
tion. It was found cheaper to have one 
company supplying water than for each 
individual to sink his own well. It was 
more efficient to have the street railway 
corporation than for each person to main- 
tain his own means of transportation. 
The lighting of the streets was delegated 
to the municipal authorities who called 
into existence the Public Utility Corpo- 
rations supplying gas. 

With the advent of electricity, the 
process of the transition of labor to me- 
chanical power was accentuated. Per- 
haps in no field, however, has the effect 
of the application of electricity been more 
pronounced than in the Public Utility 
field. The territory that could be cov- 
ered by street railway and interurban 
lines was broadened practically without 
limit. The convenience of electricity for 
city lighting and for use in the home has 
made it one of the most essential of the 
necessaries of community life. 

The smallest towns in the land can 
boast of a Public Utility supplying some 
form of public service. There is hardly 
an individual or a business enterprise 
in the United States not served directly 
or indirectly by a gas, electric light and 
power, water, traction or other Public 
Utility corporation. The services these 
companies supply are so absolutely essen- 
tial to modern community life and so 
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interwoven with the industrial and com- 
mercial activities of the public that they 
have been practically immune from the 
fluctuations in general business condi- 
tions which frequently jeopardize the 
earning power of the railroads and indus- 
trial corporations of this country. Expe- 
rience has shown that even during times 
of severe general depression throughout 
the country, the earnings of companies 
supplying gas and electricity for light 
and power have actually increased. 


Rapid Growth of Public Utilities 


The growth of the railroads has ex- 
tended over a period of the last sixty 
years, whereas the rapid growth of the 
Public Utility corporation has taken place 
during the past twenty to thirty years. 

The securities issued by the railroads 
have passed from those of a development 
and construction enterprise into the high- 
est type of investment security. The 
fundamental basis upon which a railroad 
rests has become fully recognized. 

The railroads have been built and the 
demand for capital for new construction 
is not of so insistent a character as to 
make it necessary to bid high rates of 
interest. The Public Utility being the 
newer form of investment and requiring 
such large sums of new capital for con- 
struction work stepped forward with a 
higher bid for capital for investment. 


Higher Interest Rates 


For this reason it is still possible to 
obtain from %% to 1% more income 
from securities of Public Utility com- 
panies which rest upon the same funda- 
mental principles of soundness as the 
railroads than from other classes of se- 
curities with equal safety of principal. 

It may be pointed out that in some re- 
spects Public Utility companies, partic- 
ularly those supplying gas and electricity 
for light and power purposes, are in a 
more advantageous position than either 
the railroads or the street railway com- 
panies, 

In the first place, electric light and 
power companies are practically immune 
from labor troubles, as they employ but 
very few men in comparison to the vol- 
ume of their business, less than 20% of 


their gross earnings being consumed by 
salaries and wages, as compared with 
over 44% by the railroads. 

In the second place the electric 
light and power companies, through the 
development of electrical generating and 
transmission apparatus, have erijoyed a 
decreasing cost of production, enabling 
them in many cases to voluntarily reduce 
the rates. This is quite in contrast to 
the general tendency of the operating 
expenses of the railroads to rise with the 
cost of labor and materials, requiring 
their continued applications for increased 
rates. 

The gap between the prices of railroad 
and Public Utility securities of equal 
merit is gradually closing as the sound- 
ness of the fundamental characteristics 
of Public Utilities is becoming fully ap- 
preciated. 

State Regulation 


Due to the public nature of the busi- 
ness of Public Utility corporations, the 
securities they issue, and even the rates 
they charge for their services, have be- 
come subject to the regulation of the 
State represented through a commission. 
It has become recognized as the duty of 
the commission to protect the value of 
such securities which it has approved. 
This is done by allowing profitable rates 
for service rendered and the restriction 
of competition by prohibiting other com- 
panies from entering a territory already 
properly served. 

The regulation of Public Utilities 
through State Commissions has proved 
to be a great boom to these companies. 
Experience has shown that the State 
Commissions are usually familiar with 
the local conditions surrounding the af- 
fairs of any Public Utility corporation, 
and that when questions arise they are 
able to pass upon them intelligently. The 
satisfactory manner in which State Pub- 
lic Service Commissions have regulated 
Public Utilities has redounded greatly 
to the benefit of the investors who have 
placed their funds in the securities of 
these corporations. Banking houses ad- 
vertise, as a leading selling argument, 
the fact that a security has been favor- 
ably passed upon by a State Public Serv- 
ice Commission. 
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In the marketing of Public Utility se- 
curities, there have developed banking 
houses which specialize in this class -of 
security. The placing of these securities 
has irivariably been handled as a straight 
investment proposition, the securities be- 
ing sold by the bankers underwriting an 


it has not been customary to list these 
securities on the Stock Exchange or on 
the Curb Market. 
“Over the Counter” Market 
So many banking houses- have been 
handling the financing of the capital re- 
quirements of the Public Utility corpora- 








THREE CLASSES OF DESIRABLE PUBLIC UTILITY INVESTMENTS 
Bonds 


Title of Bonds 


Company 
Nor. States Power Co...1st & Ref. * r. Gold Bds, 
So. Calif. Edison M Gold ao. 


Colorado Power Co......ist M 
Montana Power Co...... 1st 


& Ref. M 
Sink. Fund Gol 
Detroit Edison Co...... 


oie & Ref. M 
erie s o ” 

Phila. Rapid Transit Co..Sink. Fund 50-yr. Bonds. 
Interboro Rap. Tran. Co.ist & Ref. Gold Bonds. . 
Brooklyn Rap. Tran, Co.lst Ref. Conv. 100-yr. Bas. 
Public Servige Corp.....Gen. —. e. — ng — 


50-y: 
Alabama Power Co......Ist Mige. Gold Bonds. . 
Utah Power ! * Light Co.30-yr. ist Mtge. Bonds... 


Consumers Power 
Michigan .......... or Ist Lien & Ref. Gold Bds. 


Company Title of Notes 

Northern States ad Co......10-Year Gold Notes 

funds Gas & Electric Co....20-Year Gold Notes 
American Power & Light Co.. 

Utah Securities re ea eee Gold Notes 


ny SR, 3-Year Secured Gold Notes 
+ +»Convertible Gold Notes. ... 
.++.10-Year zovured Gold Notes 
ecured Gold Notes 


+ oe 20-Year 
Co, 5-Year Gold Notes 
Gold Debentures ... 


American Public U' 

Puget Sound Trac. Lt. & Pr. 
Ontario Pr. Co. of Niagara Falls. 
United Light & Railways Co.. 


Rate 


..-Conv. Gold Debentures... 


N, Y. Stk. 
Exchange 
Not listed 
Not listed 
Not listed 
Listed 

Not listed 
Not listed 
Listed 


Listed 
Not listed 
isted 
Listed 
Listed 


Not listed 
Listed 


Not listed 


Business 
Electric 
Electric 
Electric 
Gas & Electric 
Electric 
Electric 
Electric 


Maturity Yield 
April 1,1941 5.1% 
Nov. 1, 1939 


uly 
an. 
une 


May 
July 


AS ot Sh 8 
Rasrqaraz 


Electric 


ae 


July 
Mar. 
jay 
uly 
Oct. 


Mar, 
Feb, 


Traction 
Traction 
Traction 
Gas, Elec, & Trac. 


Electric 
Electric & Tract’n 


wh +orre ive) 
KR Ratatat 


1, 1944 
1, 1936 


eee EEN 2 maton 


Electric 


° 
& 


Jan. 


‘s 
& 
a 


Maturity Business 
April 1, 1926 
Oct, 1, 1935 
Aug. 1, 1921 
Sep. 15, 1922 
Nov. 1, 1919 
Mar. 1, 1919 
June 1, 1922 
April 1, 1936 
Feb, 1, 1919 
uly 1. 1921 
ov. 1, 1926 


Holding Co, 
Holding Co, 

& Traction 
Traction & Electric 
Holding Co. 


Co, 
Holding Co. 
Electric & Traction 
Electric 
Electric, Trac. & Gas 
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Preferred Stocks 


Company 

Northern States Power Company.....7% Cumulative 
Utah Power & Light Co..........+++ Cumulative 
Colorado Power - veg conéeoucess .-7% Cumulative 
Southern ifornia Edison C 
Southwestern Powss & Tight Co.....7% Cumulative 
Republic Sai Ligh B Cecicccces 6% Cumulative 
Pacific Gas & Tlectric On ceeceeeeees6% Cumulative 
t & Traction Co.......6% Cumulative 
& Share Co ea Cumulative 
Cumulative 

Cumulative 

% ital Stock © 


American 


Title of Stocks 


Ov.+++++First Preferred 


s 
2 
a 


Business 

Electric 
Electric & Traction 
Electric 

lectric 

olding Co, 
Traction & Electric 
Gas & Electric 
Holding C 
ol ing 
oldi g 
olding 
Electri 

oldi g 

olding 

olding 


an 
=] 
# 
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issue direct to the final investor. They 
have been placed with the view that 
they should be held as an investment to 
maturity, not as a speculation to be sold 
upon a probable advance in price. How- 
ever, vast fortunes have been made by 
investors in Public Utility securities. The 
speculative possibilities of Public Utility 
securities have not been emphasized, and 


tions of this country that a satisfactory 
“over the counter” market has developed 
in Public Utility securities of merit. 

As a matter of fact, the listing of an 
investment security on the New York 
Stock Exchange does not insure a market 
for it. A review of the transactions on 
the Stock Exchange, as. rted in 
The Financial Chronicle, will show that 
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a large percentage of the investment 
issues listed are not traded in for weeks 
and months. On the other hand, these 
securities may be frequently dealt in 
“over the counter.” 

The size of an issue and the manner 
in which it was originally placed has a 
direct bearing on the market for it. Per- 
haps no more favorable commentary on 
the market for Public Utilities need be 
made than to say that the last report of 
the Controller of the Currency, cover- 
ing over 26,000 banks of the United 
States, showed that the banks increased 
their holdings of Public Utility securi- 
ties over 13% as against less than 2% 
increase in their holdings of railroad se- 
curities. Banks and investors who have 
favored investment in Public Utility se- 
curities have found that carefully selected 
issues of this class have a ready market 
and in this respect are suitable for the 
investment of their funds. 


Future of Public Utilities 


The future of Public Utilities is closely 
related to the future of electricity. The 
uses of electricity are increasing day 
by day, and once electricity is adopted 
by any city, in a home or by a manu- 
facturer, it is never abandoned. Per- 
haps no man has a keener vision or more 
intimate knowledge of electricity, and, 
therefore, better able to pass upon its fu- 
ture possibilities than Thomas A. Edison. 
He recently stated, when asked about 
the future of electricity, “The sky’s the 
limit, and that’s what I mean. Some day 
nearly everything will be done by elec- 
tricity.” 

Due to improvements in generating 
machinery and modern efficiency meth- 
ods, the cost of gas and electricity to 
the consumer has steadily decreased, and 
because of the development of electrical 
appliances the consumption of electricity 
has largely increased. 

Public Utility corporations issue secur- . 
ities of the same relative classes as rail- 
roads and industrial corporations, includ- 
ing bonds and preferred and common 
stocks. 

_ A private investor should diversify his 
investments by purchasing different types 
of securities in the Public Utility class 
and of different corporations in different 


sections of the country and thereby se- 
cure a most satisfactory rate of income 
in addition to a greater security of prin- 
cipal. 

Summary 

To summarize, therefore, the argu- 
ments in favor of the securities of Public 
Utility corporations are: 

(1) Earnings are stable, due to the 
fact that they supply a necessity of com- 
munity life and therefore are practically 
independent of the violent fluctuations in 
general business conditions. 

(2) There exists an almost unlimited 
field for further development of business 
among present patrons and consumers in 
addition to the normal growth resulting 
from the increase in population. 

(3) Protection is rendered by the 
State Public Utility commissions through 
regulation of issues of securities and re- 
striction of competition. 

(4) A ready market exists for the se- 
curities of large and successful Public 
Utility corporations. 

(5) A higher income may be secured 
through investment in carefully selected 
Public Utility securities than can be ob- 
tained by investment in other securities 
of equal merit. 


Increased Earnings 


Current reports show that Public Util- 
ity corporations throughout the country 


are enjoying substantially increased 
earnings and that their securities are ad- 
vancing in price. However, while they 
are increasing rapidly in favor with in- 
vestors, they have not joined in the gen- 
eral advance experienced by other classes 
of securities in the open markets where 
those persons somewhat speculatively in- 
clined have taken an interest. 

It is believed that at the present time 
Public Utility securities present one of 
the most attractive fields for the invest- 
ment of one’s funds for security and safe- 
ty of principal and that a more favorable 
return can be obtained thereby than in 
other fields with equal security. 

The list of issues which is presented 
with this article has been carefully 
selected as representative and as afford- 
ing an opportunity of fulfilling individual 
requirements, 
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Public Utilities Notes 





American Tel. & Tel.—Subscriptions for 
$80,000,000 American Telephone & Telegraph 
Co. 30-year collateral 5% bonds totaled well 
over twice the amount of the issue. The bonds 
possess a sinking fund of 1% which by maturity 
eee reduced the issue to less than 

Bay State Street Railway.— Has been 
authorized to issue $2,500, coupon notes 
bearing interest at 6% to pay for reconstruc- 
tion of track, equipment and _ betterments. 
Notes mature serially $357,000 on Dec. 1, 1922. 
On Dec. 1, 1923, the final $358,000 in notes 
mature. 


Boston Elevated.—Gross receipts for the 
month of November were approximately 
$1,608,000, an increase of $93,000, or 6.18%, 
over the corresponding month a year ago. 
The gain of $93,000 compares with increases 
of $57,000 and $63,000 respectively in October 
and September. 


Brazilian Traction—Bankers have pur- 
chased from the company $7,500,000 3-year 6% 
secured gold notes, dated Nov. 1, 1916. Brazil- 
ian Traction stock is largely owned in Belgium, 
France, England and Canada and the com- 

any’s financing heretofore has been done in 
ndon. 


Brooklyn Rapid Transit—Declared regu- 
lar quarterly dividend of 114%, payable Jan. 
2 to stock of record Dec. 9. 


Cities Service —(Correction.) On page 190 
of our Nov. 11 issue the fact was omitted 
that the Cities Service Co.’s 5-year 7% notes 
were all retired July 12 last; also that the 
dividend on Western Power 6% cumulative 
preferred has been reduced to 4%, making 
mn yield on the stock at 70 only 


Columbia Gas & Elec.—Reports for Octo- 
ber gross earnings amounting to $712,714, 
an increase of 16.5%; net earnings $398,950, 
an increase of 22%. 


Columbus Railway, Power & Light Co.— 
Declared regular quarterly dividend of 14% 
on preferred stock, series “A”, payable Jan. 2 
to stock of record Dec. 15. 


Consolidated Gas.—It is expected that at 
the February meeting of the board of directors 
of Consolidated Gas of Baltimore a dividend 
of 2% quarterly will be declared, compared 
with the present rate of 14%. 


Interborough Consolidated—Of the $2,- 
500,000 6% 10-year serial notes $500,000 have 
been paid off with funds of company’s treasury, 
and to pay off remaining $2,000,000 6% notes 
company borrowed $2,000,000 at 412%, thus ef- 
fecting a saving of 114% in interest charges on 
$2,000,000. The $2,000,000 414% loan matures 
next March and it is said that company 
will have sufficient funds to pay off loan at 
that time if it does not wish to renew. 


Kings County Electric Light & Power— 
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Is authorized to issue $2,500,000 convertible 
debenture bonds, proceeds of which will be 
used to reimburse the treasury for $600,000 
expended for improvements between Septem- 
ber, 1912, and September, 1914, and also to 
acquire $1,900,000 in notes of the Edison Elec- 
tric Illuminating Company of Brooklyn, the 
operating company, notes also being approved 


_Mackay Cos.—Declared regular Taseerty 
dividend of 1% on preferred and 14% on 
common stock, both dividends payable Jan. 2 
to stock of record Dec. 9. 


Massillon Electric & Gas Co,—Making 
provision to refund its present practically 
closed first mortgage bond issue, in the au- 
thorized principal amount of $500,000, with a 
new one of $2,000,000 authorized amount to 
mature in 1956. 


New York Transit Co.—Declared regular 
quarterly dividend of $4 and an extra of $2, 
both payable Jan. 15 to stock of record Dec. 25. 


Ohio Cities Gas Co—lIt is understood 
financing to provide for $8,400,000, which com- 
pany paid for the Funsberg & Foreman Oil 
properties, will consist of notes and common 
stock. Also that $5,000,000 serial notes matur- 
ing in one, two, three and four years will be 
sold, to be retired out of income at a rate of 
$1,250,000 a year, and that rights of subscrip- 
tion to $1,000,000 par value, or 40,000 shares 
of the common stock, with par value of $25, 
will be given common stockholders at $85 a 
share on basis of one share of new stock to 
each 8 shares of old. Estimated earnings of 
new properties are $2,800,000 a year, or about 
same as net ng of present Ohio Cities 
Gas properties, making total annual net of 
$5,500,000 for the company. 


Pacific Gas & Electric.—Directors of the 


Pacific Gas & Electric Co. expect that about 


Jan. 1 the company will take possession of the 
Oro Electrical Corporation, which operates in 
the territory just outside San Francisco. The 
physical assets of the Oro properties were ap- 
praised at about $3,200,000 as of Feb. 1, 1914, 
and since that time additional construction has 
been done. 


Third Avenue Railroad.—Passed its quar- 
terly dividend of 1%. President Whitridge 
says that in four months there was a decrease 
of $1,282,154 in the net income, which sum, he 
adds, may be estimated as the net cost of the 
recent strike. 

United Light 
regular quarterly dividend of 144% on first 
preferred, and 1% on common, both pay- 
ay January 2 to stock of record December 


& ereneeemaciaret 


Virginia Railway & Power.—Reports 
October gross of $502,762, against $473,073 
in 1915, or an increase of $29,189; net $259,- 
482, against $264,012 in 1915, or a decrease 
of $4,530; surplus after charges $103,083. 
against $112,376, or a decrease of $9,293. 











Public Utility Inquiries 





Mass. Electric 


Cc. F. S., Longmeadow, Mass.—Massachu- 
setts Electric’s prospects are rather sorry ones. 
It is certainly a sad commentary on the lack 
of efficiency of this company that the $10,- 
000,000 of gross business done last year was 
03% consumed in expenses before a dollar 
was left for the common or preferred share- 
holders. The company’s earnings and divi- 
dends on the preferred stock over the last 
several years have been as follows: 

% Earned % Paid 
1.65 2 


With but a slight improvement in business 
this year, and the above figures in mind, it 
appears that there is a very remote possibility 
of dividends being resumed any time in the 
near future. We cannot recommend the stock 
under such conditions. 


Western Union 


M. W., Cincinnatt, Ohio.—Western Union 
has just announced the declaration of an ex- 
tra dividend of 1%, in addition to the regular 
quarterly dividend of 14%. The company 
is making very big money, but a large mas- 
ure of its prosperity is due to conditions 
brought about by the war and must be re- 
garded as temporary; for instance, the great 
activity on the Stock Exchange cannot last 
indefinitely, for after the close of the war 
it is very likely that the stock market will 
enter a period of depression, as well as gen- 
eral business throughout this country. We 
cannot regard Western Union as anything but 
speculative, therefore, at its present price, and 
we most certainly recommend that if you have 
a profit you accept it on this commitment. 
We at least recommend that you protect your- 
self by placing a stop loss order so that in 
the event of a bad break, your risk would be 
limited. 


Cen. Illinois Public Service Pfd. 


D. G. B., Chicago, Ill—Central Illinois’ Pub- 
lic Service 6% Preferred has shown rather 
too slim an average margin over dividend re- 
quirements in the past to be ranked as a first 
grade investment. There are so many at- 
tractive public utility stocks available now 
that we do not feel that anyone is justified 
in buying others. Such stocks as Cities Serv- 
ice 6% Preferred, selling at 93%, shows an 
enormous margin of safety over its dividend. 
At its present price it yields about 6)4%, and 
we regard it as a safe stock to purchase and 
hold through the next period of depression 
which will undoubtedly follow the war. In 
the next issue of our Macazine there will 
be a special article on Public Utility Preferred 
stocks, with a selected list of investment is- 
sues, and we su t you defer purchasing 
until you have read this article. 
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Ark. Valley Lt. & Power 


P. J. J., Walsenberg, Colo.—Arkansas 
Valley Light & Power is a subsidiary of 
the Standard Gas & Electric Co. Its earn- 
ing power is not very great and it does not 
serve a particularly prosperous section. We 
believe you could dispose of this fo advan- 
tage, and re-invest in some other utility 
stock which has greater possibilities such as 
Pacific Gas & Electric Pfd. 90, or common 
64, or Cities Service Pfd. 90. 


Adirondack Electric 


N. C., Greenwich, Conn.—Adirondack 
Electric Power is capitalized for $9,500,000 
commen and $2,500,000 preferred. Earnings 
are now running at the rate of about 34% 
on the common stock, according to the 
latest statements. We see nothing particu- 
larly optimistic in the outlook, although it 
is very probable that a moderate improve- 
ment in the earning power of the company 
will continue to be shown. The stocks 
appear to be selling unreasonably low at 
their current level. 


Cities Service, Common 


S. D. J., Toledo, Ohio.—There seems to 
be a reasonable probability that the com- 
pany will be able to make good on the 
dividend program which it has laid out for 
the common stock over the next four years. 
This program is as follows:—For 1917, 6% 
in common stock and 6% in cash; 1918, 9% 
in common stock and 6% in cash; 1919, 12% 
in common stock and 6% in cash, and 1920, 
15% in common stock and 6% in cash. This 
means that the holder of 100 shares now 
costing approximately $32,000 will by Jan. 1, 
1921, have received, in case he holds and 
does not sell his common stock, received as 
dividend, 54.75 shares of common stock, and 
$2,908 in cash dividends. Assuming that 
there is no advance in the price of the 
common stock from its present level, at the 
end of this period, the value of a hundred 
share purchase now on the above basis 
would increase to $50,293, without counting 
the cash dividends received in the mean- 
time. The company is now earning suffi- 
cient from its public utility properties alone, 
to justify the expectation that it may carry 
out this dividend policy, even if it realizes 
no additional revenue from its oil lands 
Such a statement is of course predicated 
on the probability that earnings from public 
utility properties will continue to grow in 
future as they have in the past, and that 
additional properties, acquired and expan- 
sion of operation will increase the earning 
power of the company to an extent which 
will enable it to weather a period of de- 
pression. We believe that you would be 
warranted in holding the stock at present 
for a long pull, provided you purchased it at 
a considerably lower figure. 
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Standard Qils for the Long Pull 
How the Wise and Patient Investor in “Standards” Has 
Been Rewarded—Milk Not All Out of Standard Oil 
Cocoanut— Those Companies Which Offer the 
Best Investment Prospects 





By LOCKWOOD BARR 


Formerly Managing Editor “The Wall Street Journal,” author of “Will the Railroads Come 
Back?” “The Motor Corporations,” etc., etc. 





HE oil industry is literally rolling 
in riches, wallowing in wealth and 
mired in money. 

War orders have speeded up the ma- 
chinery of the United States to a pitch 
never paralleled in history; our mechan- 
ical activity is unequalled; the railroads 
are groaning under record traffic. Oil 
exports are at the maximum. All of 
which spells a gigantic consumption of 
oil in all its various forms. 

The prices of the oi] stocks are natur- 
ally at the highest level in their history. 


ages less than 3 per cent. at the current 
prices of the stocks and present cash 
dividend rates? 

Only once in a life time does the 
chance come to man to acquire fabulous 
wealth quickly in a roaring bull market. 
That opportunity has knocked at the 
door of every man for the past two years. 
The public—both the speculator and the 
investor—has tasted easy and quick 
money. 

In stirring financial times like these 
it is far easier to sell a gold brick to the 








TABLE 1 
DIVIDEND PAYMENTS IN THREE YEARS BY 34 STANDARD OIL COMPANIES 


Second 


Quarter 
$29,731,000 

14,368,000 

16,426,000 


Third Fourth 
Quarter Quarter 
$20,382,000 $23,745,000 
15,891,000 17,29 


14,430,000 14,931,000 63,691,000 








Strange to say, however, the disburse- 
ment to stockholders is relatively but lit- 
tle larger than normal if the increase in 
the capital is taken into proper considera- 
tion. As an index take the disbursement 
of the vatious Standard Oil concerns. 
The increase in the past three years has 
been gradual but hardly proportionate to 
the increase in foreign and domestic 
business and the big advance in the price 
of the stocks. Table I shows the total 
dividend payments by quarters for the 
past three years of the thirty-four Stand- 
ard Oil concerns. 

The oil stocks then must be anticipat- 
ing increased disbursements; either in- 
creases in the regular cash rates, extras 
in cash or stock melons. Else how ac- 
count for the trifling yield which aver- 
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initiated than to sell to the uninitiated 
a high grade, high priced seasoned divi- 
dend paying investment security which 
is yielding say 3 per cent. at the current 
price and visible rate of dividends. 

And this in spite of the fact that his- 
tory of the high grade, high priced in- 
vestment Standard Oil stocks, which we 
are considering, shows that the average 
annual yield to the wise and patient in- 
vestor has been many times the visible 
3 per cent. This, of course, due to the 
magic of the extra cash dividends or 
big melons. : 

I have chosen a hard row to hoe when 
I preach the truth of the profitableness 
of these high grade, high priced Stand- 
ard Oil stocks for investment for a long 
pull. 











STANDARD OILS FOR THE LONG PULL 





If money has been made by the Stand- 
ard Oil companies, then it can be made 
by new concerns, especially in prosperous 
times like these, is the argument of 
those who seek the short-cut to wealth. 
lor such the nimble and ever-ready get- 
rich-quick promoter offers plenty of veh- 
icles to try out the theory. Ever since 
oil was discovered in the Pennsylvania 
hills and valleys in the early 50s, the oil 
promoter has been with us. There is 
hardly a square foot of the scenery in 
the United States which has not been 
defaced by an oil derrick. The books of 
obsolete, obsolescent and insipid securi- 
ties contains more defunct oil stocks 


ital has gone into the development of 
oil, and it is worth while remembering 
that this total is for new oil concerns, 
not the Standard Oil concerns. Now 
out of all this new capital many new 
concerns doubtless may come through 
successful; but how many? Today the 
number of successful independent oil 
companies of more than five years’ 
standing may be counted upon the 
fingers of one’s two hands and out of 
these one could almost count upon one 
hand the number whose stocks are at- 
tractive for investment purposes. That 
fact is worth mulling over. 

There is a form of financial literature 








TABLE II 
PRICES AND YIELDS OF 16 STANDARD OILS Approximate 


Total Out Now 16 Stocks 
Annual Income on Visible Dividends 
Average Yield on Cost 


* Par, $25. 


than all others together. While we are 
on this subject, here are some simple 
statistics which furnish food for thought 
as to the future: 


Purpose of the 
new issue of 
capital 


Amount new capi- 
tal authorized dur- 
ne> 28 ee since 


Aug. 1, 1914, to to Dec. 1916 


Oil & Gas Companies 
Ship Compani 


Over 58 per cent. of all this new cap- 





Pres. Annual 
Div. Rate Pri 
Per Cent. 


Capital 
Yield 


$1,000 
500 


*400 


to which the investor has been well edu- 
cated—too well educated. That form 
of prospectus tells of the many millions 
the lucky man is now worth who bought 
one share of Henry Ford’s stock when 
he peddled it around to investors. (The 
trouble is that Henry offered it only to 
a few.) They tell what one of Rocke- 
feller’s partners is worth who let John 
D. handle that hundred which was in 
the savings bank at 3 per cent. Et 
cetera ad infinitum. 

Now I am going to fight the Devil 
with Fire and use his own weapons. 











THE MAGAZINE OF WALL STREET 





Facts are more fascinating and fabulous 
than fiction. And the facts are with me. 
In my figures which are set forth in 
Table III there is truth for those who 
will read. 

The get-rich-quick promoter talks al- 


have averaged the wise and patient in- 
vestor over 60 per cent. upon the orig- 
inal investment. And what is more, the 
milk is not all out of the cocoanut. 
Now get your breath and try to be- 
come acclimated to the idea that some- 








TABLE IT 


A theoretical investment of one share each in the sixteen of the Standard Oil stocks made 
January 1, 1912, and sold at current levels. Stock dividends, rights to subscribe to new stock, 
ete., disposed of at the time of issue of these extras and credited to ‘income account. The 
figures used as to cash dividends, proceeds of sale of rights, etc. are of course, approxima- 
tions, but minimum figures have been used where possible in order to be on the conservative 
side 
Total 
Income 

Five 
Years 
$50 


Proceeds 
Sale Stock 
Dividends 
or Rights 


Cash Div’s. 

Five Years, 

Jan. 1, 1912 

to Jan.1,°17 
$50 


Approx. Price 

-—-One share each— 
Dec. 15, 

1916 

$1,000 

500 

200 

*400 

650 

400 

600 

380 

875 


Compan 

Be Ts Seb Kancce diese 
Chesebrough 

Galena 


$8,785 


135 


354 
$25,234 


39 


— 


$1,350 


SUMMARY FOR FIVE YEARS OF THE INVESTMENT 


Original Cost, 16 Stocks 
Value Today 


Profit by Sale 
Five Years’ Cash Dividends 


Proceeds Sale of Stock Dividends, etc. .. 


Total Profit 

Average Annual Income: 
Cash Dividends Alone 
Total Income 


*Par Value $25. 


$8,165 
8,785 
$620 
$1,350 
23,846 


eee eee eee eee eee eee eee ee ee 


tRecent increase in Stock not included. 





——_ 


me 





luringly of big dividends and quick 
profits; sometimes by insinuation or by 
openly promising 100 per cent. profits; 
dependent upon his cupidity or his cun- 
ning. 

Let us steal his thunder and come out 
in the open and say that high grade 
standard dividend paying Standard Oil 
stocks during the past five years might 


times an investment, which upon its face 
is only a 3 per cent. investment, may 
prove a speculation, if you chose to call 
it that, in addition to being a safe in- 
vestment first, last and always. 


Sixteen Standard Oils 


To put these statements into cold 
hard statistics there have been selected 
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sixteen Standard Oil stocks not’ because 
of their disbursement record, but be- 
cause they are now generally recognized 
by authorities to be the best in the group 
of thirty-four stocks, and incidentally 
they are the highest priced and yield 
the least upon the visible dividend rate. 
For purposes of this discussion assume 
that one share each of these sixteen 
stocks was purchased January 1, 1912. 
Such melons, stock dividends, rights, 
etc., as were declared, were converted 
into cash at the time of issue and 
credited to income. The stocks are sold 
now and the profit is added to income. 
Original Cost Sixteen Stocks 

Value Today 


Profit by Sale 
Five Years’ Cash Dividends 
Proceeds Sale of Stock Dividends, etc. 


Average Annual Income: 

Cash Dividends Alone 

Total Income 

Yield from Cash Dividends 

Yield from Total Income 

Considering that the original invest- 
ment of $8,165 is intact, 63 per cent.,a 
year is not such a bad average annual 
yield. But this is based upon the mini- 
mum, for had the purchaser held on to 
the melons and exercised his rights to 
subscribe to mew stock, etc., and then 
sold out the whole thing now—well, 
what is the use of staggering the imag- 
ination? On the one share of Standard 
Oil of Indiana, which cost $4,000, there 
was given a melon of twenty-nine shares. 
These twenty-nine shares today would 
be worth $25,375. That twenty-nine was 
sold when issued for only $16,700, which 
is a loss of $10,000 to our income ac- 
count or $2,000 a year or 25 per cent. a 
year on the original investment of $8,- 
165. And so on through the list of 
errors of judgment we made in selling 
immediately and not holding on until to- 


day. 


Today one share each of these sixteen 
stocks would cost $8,735 and the divi- 
dends, based upon the present rate, 
would be $267 or an average of 3.05 
per cent. as is set forth by Table IT. 


Melon Prospects 


In this list of sixteen stocks, there 
are two which have not cut stock melons 
—Atlantic Refining and Standard Oil 
of New Jersey. Something special has 
for a long time been expected by the 
holders of these two securities and when 
they do come they are going to be worth 
while waiting for. There are others 
which have cut melons which will cut 
melons again. In this class comes the 
South Penn Oil and the Standard Oil of 
Kentucky which will shortly give stock- 
holders very valuable melons. 

In other words, the man who buys to- 
day gets the stocks upon approximately 
the same basis of yield, so far as visible 
cash dividends are concerned, as the 
man who bought five years ago. Pros- 
pects today of large cash dividends, 
stock melons, etc., are infinitely better 
than five years ago, for the oil compa- 
nies have just started to reward stock- 
holders for the long patient wait for 
their share of war prosperity. And 
be it remembered that whatever may 
have been the crime of the Standard Oil, 
the companies have been run for the 
ultimate benefit of the stockholders as 
the dividend record indicates. 

It is the secret grief of most of us 
that we do not recognize Old Oppor- 
tunity when he knocks at our door. 
The opportunity to invest in Standard 
Oil stocks is with us all the time. They 
never are cheap from the standpoint of 
immediate yield. Those who buy no 
other kind of stock say the only time to 
buy Standard Oils is when one has the 
money and can put the stock away for 
keeps. 

On that basis they are always cheap. 








Regulation 


It is not fair to say that regulation has failed, but regulation as now 
conducted sometimes too much suggests the usefulness of a wet blanket.— 


—Collier’s. 

















Mining Digest 





Alaska Gold.—November report of Alaska 
Gold Mines states that 167, tons of ore 
were milled, assaying an average of $1.13 
per ton. 

Anaconda Copper.—In November pro- 
duced 25,500,000 pounds of copper, com- 
pared with 31,500,000 in October, and 29,- 
400,000 in September. It is stated that the 
directors do not think it necessary to resort 
to new financing to take care of the $16,- 
000,000 5% notes maturing on March 1, and 
that they say the surplus earnings of the 
company should be applied toward the re- 
tirement of the notes. 

Arizona Copper—Produced 4,380,000 
pounds of copper in November, compared 
with 4,900,000 in October and 4,180,000 in 
September. 

Braden Copper.—Produced in November 
4,419,000 pounds of copper, compared with 
4,048,000 pounds in October, 2,970,000 in 
September and 2,616,000 in August. Pro- 
duction in November, 1915, was 3,684,000 
pounds; 

Butte & S ior.— Declared quarterly 
dividend of $1.25 and an extra of $5, payable 
Dec. 31 to stock of record Dec. 15. Three 
months ago $1.25 and an extra of $5 were 
declared. 

Calumet & Arizona.—Has secured favor- 
able options on 70% of the stock of the 
Gadsden Copper Co. in the Jerome field. 
The Gadsden company is a new corporation, 
organized under the laws of Delaware with 
an authorized capitalization of a million 
shares, par value $1, 300,000 shares are 
issued to pay for the property, the balance 
peing optioned to the Calumet & Arizona 

0. 


Cerro De Pasco.—November production 
totaled 5,700,000 pounds copper, against 
6,000,000 in October, 5,800,000 in September 
and 6,000,000 in August. 

Champion Copper.—Declared dividend of 
2 a share, making $87.20 since February, 

915, when payments were resumed, follow- 

ing suspension from October, 1913. Previ- 
ous payment of was made Oct. 31, 
1916, ividend disbursements of the com- 
pany are equally distributed between the 
Copper Range Co. and St. Mary’s Mineral 
Land Co. as owners of 50,000 shares each. 

Chile Copper.—November production was 
4,098,000 pounds of copper, compared with 
4,542,000 in October and 4,038; in Sep- 
tember. “ 

Continental Zinc.—Declared a dividend of 
50c. per share, payable Jan. 2 to stock of 
record Dec. ix months ago dividend 
of $1 was declared. 

Davis-Daly Copper.—Boston Stock Ex- 
change listing notice presents a balance as 
of June 13 showing cash on hand $93,831, 
with notes, accounts payable amounting to 
nearly $100,000. The company has ,000 
shares outstanding, of par value of $10, on 


which $8.50 is paid in. Recent strike on 
ps pa hag showed 17% copper and 14 ounces 
of silver. 


East Butte apere-—-levenier copper 
production was 1,648,040 pounds, compared 
with 1,650,160 in October and 1,760,000 in 
September. November silver production 
was 51,520 ounces. 


Greene-Cananea Copper.—November pro- 
duction was 5,900,000 pounds of copper, 164,- 
360 ounces of silver and 951 ounces of gold, 
compared with October production of 6,030,- 
000 pounds of copper, 177,999 ounces of sil- 
ver and 915 ounces of gold, and September 
production of 4,900,000 pounds of copper, 
153,495 ounces of silver and 814 ounces of 
gold, 

Inspiration Copper.—November produc- 
tion was 10,600,000 pounds, compared with 
11,300,000 in October and 11,850, in Sep- 
tember. 

Iron Cap Copper.— Declared an_ initial 
dividend of 2% on its common stock and 
regular semi-annual dividend of 3%4% on 
the preferred, both payable Jan. 1 to stock 
of record Dec. 15. It. is reported that the 
800 crosscut from Iron Cap shaft is in five 
feet of ore. Sample of face, sides and tops 
with no rock excluded assayed 16.67% cop- 
per. Picked sample 27%. 

Kennecott Copper.— November produc- 
tion was 7,080,000 pounds of copper, com- 
pared with 7,300,000 in October and 8,000,000 
in September. Kennecott declared quarter- 
ly dividend of $1.50, payable Dec, 30 to 
stock of record Dec. 15, same as previous 
quarter. 

Kerr Lake Mining—In November pro- 
duced 215,840 ounces of silver, compared 
with 210,073 ounces in October, 203,074 
ounces in September and 244,020 ounces in 
August. Total production for the eleven 
months of 1916 was 2,348,645 ounces, 

Miami Copper.— Produced 4,968,500 
pounds of copper in November, compared 
with 4,859,443 in October and 4,381,367 in 
September. An increase from $6 to $8 an- 
nual basis is expected next month when 
directors of the Miami Copper Co. meet 
for action on the first dividend to be paid 
in 1917. 

Nichols Copper.—Declared a dividend of 
$4 a share on common stock, payable Dec 
20 to stock of record Dec. 10. 

Old Dominion.— November output was 
5,650,000 pounds, compared with 3,200,000 
— the previous month and 3,011,000 in 

eptember. 

Shannon Copper.——November output was 
926,000 pounds of copper, compared with 
757,000 in October and 744,000 in September. 

United Verde Copper.—It is stated that 
on its $3,000,000 capital United Verde in 
1916 will pay out $4,050,000 in dividends. 
equal to $13.50 per share. 
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Mining Inquiries 





Cerro de Pasco 


C. J., Flatbush, Brooklyn, N. Y.—Cerro de 
Pasco earned in the first six months of the 
current year $10 per share, as compared with 
$14 per share being currently earned. Pro- 
duction next year will be increased, it is ex- 
pected, from 72,000,000 Ibs. to 100,000,000 Ibs., 
which should, of course, add further to earn- 
ings, provided present favorable conditions 
continue in the copper trade. The mines of 
this company are located in the mountains of 
Peru. It has taken $25,000,000 to develop the 
property. The ore assays 4% to 15% copper. 
The recent advance in the stock has 
predicated on the expectation in the increase 
of the dividend rate to $6 per share per an- 
num, as compared with $4, which has been 
paid heretofore. As a long pull investment, 
it should eventually prove profitable, but in 
view of the current abnormal conditions in the 
copper trade, we are inclined to the opinion 
that nearly all the copper stocks may be pur- 
chased at lower prices after the war. The 
time to buy copper stocks for investment, of 
course, is when the copper metal prices are 
low. 


Kennecott Copper 

N. J. F., Saratoga Springs, N. Y»—Kenne- 
cott Copper on present copper prices is earn- 
ing at the rate of about $20 per share per 
annum. The stock has no par value. Divi- 
dends are being, paid at the rate of $6 a share, 
but it must.be borne in mind that present 
copper prices are abnormal, and not likely 
to continue after the war. The Kennecott 
Copper Co. has ore in sight for six years, 
and while its properties are estimated to con- 
tain enormous reserves, there is no certainty 
of what future development work will show. 
On account of these considerations, we’ re- 
gard Kennecott as quite speculative.. More- 
over, we are advising against the purchase or 
holding for investment or speculation of all 
copper stocks at present. There has been 
heavy distribution of this issue generally by 
inside interests. 


Anaconda. 

K. S. B., Hot Springs, Va—Anaconda is 
no doubt an exceedingly valuable property, 
and even at 1l4c. copper it is likely that it 
could earn its present dividend of $8 per 
share per annum. Of course, if the war 
continues another year, it is possible that 
higher levels may be seen for copper stocks. 
However, we are not recommending the pur- 
chase of speculative stocks in the present 
dangerous market. We are of the opinion 
that you would do well to get out of your 
stock at any good rally, and in the mean- 
time limit your risk with a stop ordér of 
3 points. . 


Shattuck Arizona 


B. S. A., Barton, Md.—Shattuck Arizona 
is paying dividends at the rate of $2 regu- 


larly per annum. An extra dividend of 75c. 
was declared in the last quarter as compared 
with 50c. in the previous quarter. The com- 
pany is earning at the rate of about $10 a 
share per annum, which of course more than 
covers the dividend requirements, but these 
earnings must be regarded as abnormal. 
We beliéve that the copper stocks generally 
are selling on a speculative basis, and that 
extreme caution is advisable in purchasing 
or holding such issues in the present mar- 
ket. The whole bull movement seems 
likely to culminate, and if it is followed by 
a decline, copper stocks would prove espe- 
cially vulnerable in our opinion. Further- 
more it must be remembered that Shattuck 
has run into lower grade ore than was an- 
ticipated at the beginning of this year, and 
the future of the mine is rendered uncer- 
tain. 


International Nickel 


H. W., Philadelphia, Pa—lInternational 
Nickel is quite speculative, in our opinion, 
oe the company is now earning at the 
rate of close to $8 a share per annum. This 
earning power must be regarded as abnormal, 
due to the big demand for nickel for muni- 
tions. However, there is also an increased 
demand for nickel from automobile manufac- 
turers, and in view of the fact that the com- 
pany’s financial position has been greatly 
strengthened, it is fair to assume that its earn- 
ing power after the war will be larger than 
it was before the war. In 1914 earni were 
equal to $3.33 a share. In 1913, was 
earned. One of the big influences in holding 
the stock down, is the fact that a great amount 
of the stock was distributed higher up, and 
the. market is now going through a process of 
absorption which may take some time to com- 
plete. Just now the market generally is at 
a very uncertain stage of the advance, and 
we believe that the bull movement is likely to 
culminate shortly. In any general decline 
which follows, Nickel stock is likely to be 
carried lower. We therefore do not recom- 
mend your averaging on the purchase at this 
time.. As to liquidating altogether, we leave 
that to your own judgment. It may be'a long 
time before you are able to realize your pur- 
chase price, but eventually the stock, we be- 
lieve, should recover to that figure, alth if 
the war should end suddenly, the time of the 
recovery may be delayed for a year or two. 


Great Northern Ore. 

K. R, Youngstown, Pa.—This com- 
pany is more or less one of the mysteries 
of the stock market. The company has 
never paid dividends or showed earnings to 
justify its recent high prices. Its ore prop- 
erties, however, .are a tremendous asset, and 
if the company can develop them it may 
be able to show a very greatly increased 
earning power. 
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Oil Notes 





Associated Oil Co.—Declared qenrecy 
dividend of 14%, payable Dec. 30 to stoc 
of record Dec. 15. This is increase of 4% 
over quarterly rate for past year. 


Cumberland Pipe Line Co.—Will begin 
work on four-inch pipe line from the Irvine 
field to Campton, where it will connect with 
main line to West Virginia. This: line will 
enable rotene companies to increase out- 
Put in Irvine field from 6,500 barrels to 

2,000 barrels a day. 


General Petroleum.—Reports for the three 
months ended Sept. 30 gross profits from 
transportation and sale of oil of $807,002; 
net from operation, $718,166; total income, 
$739,963; net income, $653,163, and net profit 


for the period, $389,167. 

Pan-American Petroleum & Transport Co. 
—Declared regular quarterly dividend of 
134% on preferred stock, payable Jan, 2 to 
stock of record Dec. 15. 


Royal Dutch Co.—Kuhn, Loeb & Co. have 


purchased from Royal Dutch Co. for work- 
ing of petroleum wells, etc. a block of 
shares of that company for introduction on 
the New York market. This company with 
its affiliated concerns is the largest and most 
important oil company im Europe, con- 
trolling and owning extensive oil fields, pipe 
lines, etc., in the Batch Indies, the United 
States, Russia, Egypt, Persia, Roumania, 
Panama, Venezuela and Mexico. The com- 
pany also owns or controls through its sub- 
sidiaries a fleet of 292,970 tons. It has no 
funded debt and no fixed charges. The 
company has paid large dividends uninter- 
ruptedly since 1902, the rate of distribution 
for the past four years having been as fol- 
lows: 1912, 41%; 1913, 48%; 1914, 49%, and 
1915, 49%. Outstanding stock amounts to 
$30,361,934. Authorized amount is $60,300,- 
000. There is $603,000 4% preferred stock, 
all of which is outstanding, and $11,457,000 
4%4% cumulative preferred stock, all of 
which is issued. urplus amounts to 21,- 
471,684 








Oil Inquiries 





Eight Oil Stocks 


R. S. L., Middleboro, Mass.—In our judg- 
ment the well selected Standard Oil stocks 
are certainly proper investments for a woman, 
and especially if bought according to the plan 
which you have outlined. 

National Transit—We suggest that you 
hold, as for the long pull this stock should 
prove profitable to hold. 

Galena—We believe it would be to your 
advantage to sell on the present high market. 
The stock has recently had a sharp advance. 
The speculative possibilities are limited in this 
issue, although it has sound investment merit 
We believe that under the circumstances, it 
is selling on a fairly liberal valuation. 

Eureka Pipe Line—We also suggest that 
you sell. The possibilities of the eastern pipe 
line companies of the Standard Oil group are 
rather limited, in our judgment, and it is much 
better to have your money in one of the re- 
fining. or producing companies whose possi- 
bilities of growth are almost unlimited. 

Swan & Finch—We recommend your sell- 
ing. This company recently had to resort to 
new financing by the sale of stock to stock- 
holders at par. That is an extraordinary 
thing for a Standard Oil company to do, as 
they usually have so much money that they 
cannot distribute it fast enough in dividends. 

Pierce Oil is not a Standard Oil company. 
It has no connection whatever with the Stand- 
ard Oil Co. now and the only connection it 
ever had was thro the ownership of the 
stock of the old Waters-Pierce Oil Co., of 
which the comenay is a successor by the 
Standard Oil Co. of New Jersey. We do not 
look with favor on this stock, and we certainly 
recommend you sell it out. 


Washington Oil is a liquidating proposition. 
The reason this stock has declined is because 
the production is falling off and there is a 
slim possibility, judging by its present indi- 
cations, of its being able to offset this by 
bringing in new properties. We suggest that 
you sell this stock even at a loss because you 
could employ your money to much better ad- 
vantage by putting it into some other Stand- 
ard Oil Stock. 

Southwest Penn. Pipe is one of the euast- 
ern Pipe line companies; has rather limited 
possibilities and we do nét suggest that you 
hold the stock. 

Northern Pipe Line—Our opinion on this 
is the same as above. 

Nobody who is familiar with the Standard 
Oil stocks professes to see any great possi- 
bilities for the eastern pipe line companies. 
Of course Cumberland Pipe Line stock had a 
very large advance this year, but that was an 
exception, and we do not believe this will 
prove the rule. 

We may be wrong, but judging by your 
selection, we are inclined to the opinion that 
you have purchased these stocks because their 
prices were relatively low. You cannot judge 
a Standard Oil stock by its price. Some of 
the highest priced Standard Oil issues are the 
cheapest to buy. 


Pierce Oil 

M. W. A., New York City— Pierce Oil, in 
our opinion, is selling quite high enough. The 
affairs of this company are involved, and it- 
must be borne in mind, furthermore, that it 
has extensive interests in Mexico, where 
political conditions are so unsettled as to ren- 
der the outlook uncertain. 
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Unlisted Securities 


In Time of War Prepare for Peace—Some Unlisted Stocks 
with Good Yields Which Have Stood the Test of Time— 
Advantages of This Class of Investments 





By THEODORE BIRD LYON 





LOT of people wait until it rains 
before buying an umbrella, while 
others endowed with developed 

foresight prepare for the inevitable. 
Sometimes it seems hopeless but there 
can be little doubt that what it is in- 
evitable. Germany’s recent proposal 
might have been sincere in one way, but 
there remains the fact that public opinion 
will now point to the Allies when the 
end of the-war is discussed and imply 
that Germany is blameless for the con- 
tinuation of it. Is this more German 
efficiency? In any event the wisest thing 
to consider at present seems to be the 
selection of the umbrella, or in other 
words, peace should be discounted. The 
present status is an outcome of the usual 
custom. At first the public looked ask- 
ance at the various companies compet- 
ing for war business. Then after real 
orders made real profits these companies 
received a little more than a passing 
interest from the public, until finally the 
spectacular earning statements com- 
pletely engulfed the public’s confidence 
and once again the last ones in the ma- 
jority became involved very nearly at 
the point when the cautious minority 
were seeking havens of safety. 


Safety and Income Only 


Foreknowledge is not usualy treated 
as possible, but prudence is always good 
form. Investing for safety and income 
only precludes the probability of loss 
when these two necessary requirements 
of every investment are alone consid- 
ered. A careful survey of the outlook 
seems to bring into the perspective three 
chief classifications of securities, namely, 
industrials, all metals and steel. f 
course the securities of any particular 


class have to be wisely chosen and many 
black sheep will always be found bask- 
ing in the sunlight of high grade and 
desirable securities. As there are only 
a few hundred shares listed on the New 
York Stock Exchange in comparison 
with the tens of thousands of stocks and 
bonds which are unlisted, these unlisted 
securities must demand more of our at- 
tention if only on account of their 
greater numbers, but there is a far more 
important reason why unlisted securities 
should be considered. 


Classification of Unlisted Securities 


Unlisted Securities is an extremely 
broad classification as it embraces all se- 
curities not traded in on the big Ex- 
changes, and necessarily includes num- 
erous black sheep. As the American 
public is usually in such a hurry that 
the whole apple is thrown away if one 
decayed spot is found, abuse is heaped 
upon Unlisted Securities because some 
wells contain plain dirt instead of thick 
oil, because mines contain low grade 
quartz instead of high grade gold, and 
because the prosperity of certain pros- 
pective companies blends into the scenery 
after good money is donated to the un- 
scrupulous schemer as a reward for his 
vivid imagination. Even after ejecting 
all this micellaneous rifraf which clings 
to the term Unlisted Securities in an at- 
tempt to be respectable, the remaining 
thousands of well established, sound and 
legitimate companies whose securities 
are the real Unlisted Securities. 

Confidence is of course not always 
maltreated, but the acquisition of confi- 
dence is seldom a simple proceeding. 
Occasionally one hears the remark, “I 
have absolute confidence in John Jones 
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& Co. I buy anything they tell me.” 
This is a statement which every security 
dealer would like to hear expressed by 
each one of his clients. But unfortun- 
ately there has to be a first, second and 
possibly a third transaction before this 
idea is instilled in the mind of the in- 
vestor. Owing to various degrees of 
timidity the prospective investor hesi- 
tates before giving the initial order and 
in these progressive days he who hesi- 
tates often loses. If this uncertainty, 
this hesitation, could be obviated by 
eliminating the necessity of confidence, 
the most embarrassing problem of the 
perplexed investor would be overcome. 


The First Step 


The first, step is to select a reliable 
dealer. This is most satisfactorily ac- 
complished by consulting the financial 
advertisements in the high grade maga- 
zines. Contrary to the belief of many 


people high grade magazines do not 
accept the financial advertising of every 
Tom, Dick and Harry, but thoroughly 


investigate each applicant. Thousands 
of dollars revenue from this source are 
deliberately thrown away annually and 
this is solely in the interests of the read- 
ers. Even though the advertisers ap- 
pear to be beyond reproach, the securi- 
ties advertised in many cases receive 
careful scrutiny. If you judiciously 
select your magazine you have a number 
of reputable dealers from which to 
choose. 


Convince Yourself 


The next step is of more importance, 
however. It might be expressed in two 
words CONVINCE YOURSELF. The 
easiest way to do this is to consider 
only securities of which are well known 
and well established: What has the 
company done? Results are what count. 
Steer clear of all new enterprises as ab- 
solute conviction of future events is 
difficult and uncomfortable to attempt 
since we are assuming that confidence is 
absent. Consider the security dealer 
you have selected as simply a collector 
of facts and figures which are public 
property, and which can be easily cor- 
roborated and hence are undoubtedly 
truthful, for it would be folly for a 


dealer of this character to misquote 
facts and figures. Convince yourself 
that their statements about the company 
make its securities desireable to you for 
investment. Ask questions,—get all the 
information you want,—understand the 
situation thoroughly—you are entitled 
to know all about what you are buying. 
You can convince yourself if you will. 

Unlisted securities unquestionably 
offer opportunities for safe and profit- 
able investment. They combine safety, 
active markets, beond: loaning values, 
increasing investment value and higher 
yield than listed securities. 

Safety in Unlisted Securities 

The same degree of safety can be se- 
cured in unlisted securities as in listed 
ones, but in the former a higher yield 
can easily be secured with the same de- 
gree of safety. This fact is due mainly 
to the small amount of publicity unlisted 
securities receive in proportion to the 
listed ones and because of this little 
publicity the opportunities of unlisted 
securities are not brought to the atten- 
tion of as many le. Take, for in- 
stance, such industrials as Singer Manu- 
facturing Co., Royal Baking Powder, 
Otis Elevator, Childs Restaurant, Bor- 
den’s Condensed Milk, the Standard Oil 
Companies and many others. These 
names are well-known but the condition 
of these companies are probably known 
to only a small number. It seems that 
taxes, death and peace should all be 
placed in the same pigeon-hole by those 
who hold all classes of industrials. 
They are all to be feared, names to be 
conjured with. “Everyone was allowed 
to look into the mind of the American 
Public recently when Germany made her 
first proposal of peace. Selling orders 
swamped every office and the bears, who 
would never miss such a golden op- 
portunity, stepped in and made the mat- 
ter look very grave- indeed. 

Take for instance, the preferred stock 
of a_ well-known industrial. company 
which does not participate in the war 
profits. It has regularly paid dividends 
on this stock for 16 years. For the past 
six years the average annual net earn- 
ings, after deducting all prior charges, 
were four and one half times the pre- 
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ferred dividend. And the net return on 
the money invested in this stock would 
surprise you. If you were positive that 
these statements were true, couldn’t you 
convince yourself that this stock was a 
good solid investment. They are true, 
they are a matter of record. 

Take another company whose securi- 
ties are unlisted and whose name is as 
well or better known than that of U. S. 
Steel. This company has operated over 
a score of years. The common stock 
two or three years ago sold at 170 and 
paid 10% dividends. Owing to the high 
cost of certain commodities in 1915 it 
was deemed advisable to retrench and 
no dividends were paid on the common. 
After a readjustment of prices, in 1916, 
a small dividend was declared which 
since then has been increased twice, and 
the last dividend is at the rate of 6% 
per annum. This common stock is sell- 
ing around 75 at which it would net 
about 8%. Furthermore, the profits in 


1915 were greater than those in 1910, 
when 8% was paid. These are facts— 


you don’t have to take anybody’s word 
for them. Couldn't you convince your- 
self that this stock would be a wise in- 
vestment. 

Of course, if a reputable dealer ex- 
presses his opinion, it is not necessary 
for you to shut your ears and not listen. 
His judgment is made as the result of 
actual experience, and as he not only 
wishes to do. business with you now but 
in the future as well, he is not apt to tell 
you fairy stories. If, however, you lack 
confidence in him through inexperience, 
facts and figures, which are after all 


fundamental essentials, can be confirmed. 

It seems sometimes almost as if people 
were afraid that they might convince 
themselves if they looked too thoroughly 
into a proposition. If the energy ex- 
pended in avoiding the consideration of 
high class Unlisted Securities were de- 





Well Regarded Unlisted Securities with 
Attractive Yields 
Price Yield 
Amer. Light & Traction 6% Pfd. 114 5%% 
Amer. Typefounders 7% Pfd 96 756% 
Bordens Condensed Milk, 6% Pfd. 94 635% 
Cal. Electric Generating 6% Pfd... 95 6.30% 
Childs Co. Com., paying at rate of . 
8% 


7% 
Cities Service 6% . 656% 
Eastern Steel Ist Pfd 1 
Muskogee Gas & Elec. 7% Pfd.... 
National Casket (paid 6% for many 
years) 
New Jersey Zinc 60% paid in 1916. 360 .... 
Otis Elevator 6% Pfd. 95 y 
Royal Baking Powder 6% Pfd..... 104 
Warren Brothers 6% Ist Pfd 36 
Yale & Towne (25% paid in 1916). 260 .... 
Two stocks of well known companies selling 
on low basis with high expectations for extra 


dividends: 

Price Yield 
Amer. Graphophone Co. 7% Pfd. 180 3.89% 
Singer Mfg. paying 244% quarterly 280 357% 


voted to a careful study of them, the 
result would be most gratifying. Mental 
exercise is not harmful and in many 
cases rather advisable. 

Do not judge all Unlisted Securities 
by their erring sisters. 

If you are skeptical and-do not have 
confidence in a security dealer, don’t be 
a have confidence in your- 
self. 














Hill’s Bank Holdings 


The bank capital stock holdings of the late James J. Hill were very large. 
Of the First National Bank of St. Paul he owned 22,050 shares; First & 
Security National Bank, Minneapolis, 500; Stock Yards National Bank, South 
St. Paul, 990; Bankers Trust Company, New York, 120; Chase National 
Bank, New York, 1,250; First National Bank, New York, 4,100; National 
Bank of Commerce, New York, 1,000; Union Trust Company, New York, 
60; Continental & Commercial National Bank, Chicago, 200; First National 
Bank, Chicago, 1,500; Illinois Trust & Savings Bank, Chicago, 1,500; Third 
National Bank, St. Louis, 250.—Michigan Investor. 
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_ American Sumatra Tobacco, according to 
its president, will earn a profit of roughl 
$750,000 for the year ending July 31, 1917, 
equivalent to 7% on the preferred and 10% 
on the common. In the last fiscal year the 
company earned about 2.8% on the $6,800,000 
common stock after providing for the full 7% 
dividend on the $1,000,000 preferred. 


Atlantic Steel Co.—Earnings of for 11 
months ending November 30, 1916, are re- 

rted; gross, $892,237; reserve for interest, 

000; for replacements, $95,000; preferred 
dividends (6 5/12%), $48,125, and balance for 
common dividends, $691,212. Common now 
pays 6%. Earnings for December are esti- 
mated between $85,000 and $100,000. The 
company has 1917 pig iron requirements at 
$15 a ton. 


E. W. Bliss Co. has declared an extra divi- 
dend of 100% on the common stock along 
with the regular quarterly 144% on the com- 
mon and 2% on the preferred stocks, pay- 
able December 23 to holders of record De- 
cember 15. These dividends will be paid from 
accumulated net earnings. An extra of 100% 


was also paid in July and October last. 


Carbon Steel is reported to be in a very 
prosperous condition, the company is said to 
have large domestic orders for alloy steel 


for automobile and automobile parts makers. 
The company has taken orders for 4,500 tons 
of armor plates for United States battle- 
ships. Material for 1917 has been purchased 
assuring a wide margin of: profit. 


Celluloid Co.—This company has paid the 
regular quarterly dividend of 2%, and an 
extra of 2% payable December 3 to stock of 
record December 15 

Chevrolet Motor Co. is reported to be in- 
creasing its production of all units and will 
turn out over 9,000 cars in December. The 
Tarrytown plant is turning out an average 
of 130 cars a day; Flint, 125; St. Louis, 75, 
and the new plant at Oakland, Cal., about 60. 
Chevrolet is 7,000 cars behind current de- 
liveries. 

Cities Service’s subsidiary, Lorain County 
Electric, has asked the Ohio Public Utilities 
Commission for authority to take over the 
electric light and power business and fran- 
chises of the Citizen Gas & Electric Co. of 
Lorain. With the acquisition of this com- 
pany many improvements are to be made in 
the properties. 

Lake Superior Corp. has chosen as direc- 
tors: Sidne Any and Horace C. Cole- 
man of Philadelphia. 

Penn Seaboard syndicate managers re- 
ported that all of the 60,000 shares of the 
company have been placed with investors and 
that the syndicate has been closed. 

R. J. Reynolds Tobacco Co. has declared 
an extra 


terly 3%, Both payable Jatiuary T to 


visend of ved ° the Mm gen 
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of record December 21. Extra dividends of 
2% were paid in April, July and October last. 
The regular 134% on the preferred was also 
declared. 


Royal Baking Powder Co. has declared an 
extra dividend of 2% on the $10,000,000 com- 
mon stock, along with the regular quarterly 
2% on the common and 14% on the pre- 
ferred, all payable December 30 to holders of 
record December 15. In December, 1915, the 
company also declared an extra dividend 
Oo 0. 


South Penn Oil Co. stockholders will vote 
February 14 on increasing the authorized 
capital stock from $12,500,000 to $20,000,000. 
The proposed increase, it is said, will repre- 
sent a portion of the company’s surplus and 
the directors recommend that the same be 
distributed as a stock dividend to stockholders 
of record February 14, 1917, in proportion to 
their holdings. The reported purchase of 
1,500 acres of oil and forest holdings of the 
[enterprise Transit Co. in Forest, Warren, 
Elk and McKean counties, Pa.; and Cat- 
taragus Co., N. Y., by the South Penn Oil 
Co., has been confirmed. These holdings are 
said to have an output of 100 barrels a day. 


Spicer Manufacturing Co—It has been 
announced that the syndicate headed by 
Merril, Lynch & Co., and Cassatt & Co., 
which underwrote $1,500,000 first pfd. stock 
has been closed. 


Wright-Martin Aircraft Corp. is bene- 
fited by the fact that the Allies have decided 
to concentrate on production of the Hispano- 
Suiza aviation motor which this corporation 
has the American rights of manufacture. Pos- 
sible orders from the United States Gov- 
ernment are also giving the company’s pros- 
pects further expectations. Wright-Martin 
syndicate managers have announced that all 
the common stock of the Aircraft Corpora- 
tion has been sold. 


United Drug Co. has filed its balance 
sheet as of June 30, 1916. A few of the items 
are: Assets, $6,631,260 for property which 
will be increased by $460,000 when buildings 
have been completed; cash, $958,402; mer- 
chandise, $8,280,000; accounts receivable, $2,- 
506,666; liabilities: accounts payable, $1,693,- 
012; —. $904,024; depreciation reserve, 

Vacuum Oil’s new refinery at Paulsboro, 
N. J., on the Delaware River, is now in 
operation. Work was started on this sea- 
board refinery in April, 1916, and it was 
speeded up in order to increase the com- 
pany’s facilities for handling its large for- 
eign business. This refine when com- 
pleted will have a capacity of 15,000 barrels 
a day. The company also put into commuis- 
sion the tank steamer Paulsboro, in Oc- 
tober. The company is as yet unable to 
keep with its big foreign demand which is 


‘unusually heavy..despite the war. 
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Government Cotton Report 


This Year’s Cotton Crop 11,511,000 Bales, Excluding 
Linters 





By O. D. HAMMOND 





GOVERNMENT crop report is 

not always bullish or bearish, 

according to the face of the 
figures. The figures for the time being 
are often ignored and the market takes 
its inspiration from its preconceived 
figures rather than from the actual 
Government crop figures. Last Mon- 
day’s crop report is a striking example 
of this phenomenon. The trade at large 
had made up its mind that the Gov- 
ernment estimate of the 1916 crop would 
show from 11,000,000 to 11,200,000 
bales exclusive of linters. When the 
report showed an estimate of 11,500,000 
bales it was about 300,000 more than 
expected, and because it was larger than 
the preconceived ideas the market suf- 
fered a violent break of some five to 
seven dollars per bale. The decline was 
precipitous. The market was found to 
be honeycombed with stop loss orders. 
Everybody tried to get out at once. 
Margin calls were answered with in- 
structions to sell and the decline was 
not checked until it was discovered that 
the spot houses and the mills were 
taking all the cotton the public were 
recklessly sacrificing. 

While it is quite true that an extra 
three hundred thousand bales is a con- 
siderable addition to the crop it does 
not go very far when it comes to filling 
up the gap between this year’s crop and 
this year’s probable consumption. 

The Government monthly report on 
consumption for November which is 
published on the day this article is 
written, shows 584,000 bales used in 


manufacturies for November against _ 


514,000 for November, 1915, and since 
August the American consumption is 
250,000 bales greater than the cor- 
responding riod last year, while 
exports are 760,000 bales against 524,000 

In four months the increase in exports 
and in home consumption amounts to 
nearly 500,000 bales without counting 
what has been consumed in America for 
making explosives ; yet because the cot- 
ton crop has turned out to be some 
300,000 bales larger than the public had 
anticipated, the market underwent a 
severe decline. 

As has been pointed out before in this 
magazine, the ultimate price making 
factor will doubtless be found in the 
world’s demand for consumption rather 
than in the size of the crop. The crop, 
including linters, is now known to be 
from 12,300,000 bales to 12,500,000, 
depending on the amount of linters res- 
cued from the cottonseed. The world’s 
carry-over from last year’s crop’ is 
known to be 2,200,000. 

The total available supply is therefore 
about 14,500,000. The carry-over next 
year must be provided for. At the pres- 
ent rate of consumption a crop estimate 
of 11,500,000 bales does not begin to 
relieve the threatened shortage. 

With the question of crop now to all 
intents and purposes settled, and with 
the fate of Germany’s peace proposals 
soon to be determined, the next thing 
the market must do is to consider con- 
sumption figures, and it is a reasonable 
expectation that unless something hap- 
pens to decrease the use of raw material, 


higher prices are still to be seen. 


Railroads in France 


French railways on December 31, 1916, will have a deficit of almost 
$88,000,000, accumulated in past four years. 
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Peace Rumors Disturb Wheat Prices 





By P. S. 


KRECKER 





EACE rumors are likely to be an 
unsettling influence in the wheat 
market for some time to come. If 


the entering wedge to negotiations has . 


been started by Germany, as many 
observers believe, the question is likely 
to be under consideration by the war- 
ring powers for several months regard- 
less of the ultimate success or failure of 
the peace effort. It therefore behooves 
traders in wheat to consider what the 
end of the war would mean. Several 
developments would be sure to follow 
which would affect values. One of these 
would be the releasing of Russia’s sur- 
- Nobody knows how much wheat 

ussia could export. Estimates were 
current a year ago that 320,000,000 
bushels were locked up in that country. 
Some authorities, on the other hand, 


Australia’s and India’s surpluses to 
Europe. Moreover, several millions of 
men now on the firing line in Europe 
would be released and could return to 
their farms, while lands now swept by 
gunfire and by movements of large 
bodies of troops would be tilled. The 
probability is that acreage and output 
of Europe would be raised to normal 
proportions and her needs would be cor- 
respondingly smaller than they have the 
last two years. 

However, it might be wrong to 
assume that therefore wheat would de- 
cline to pre-war levels and stay there. 
The highest price paid for wheat during 
the American Civil War period was 
touched after the war ended. That was 
because it took some time for the res- 
toration of normal conditions. While 








WORLD STOCKS OF WHEAT 


Afloat for Europe 
In store: 
In Europe 
Argentina 
Dnited 


Dec. 1,°15 
37,190,000 
36,700,000 


Dec. 1,16 Nov. 1,16 


77,076,000 


276,715,000 246,005,000 


*Only stock of United Kingdom, Continental stocks discontinued for the present, as re- 


lisble gures cannot be obtained. 


The total on Dec. 1, compared withother years, follows: 








believe that the huge Russian surplus is 


largely a myth. Undoubtedly there is 
some wheat ready for export, however, 
provided Russia can ship it, as would be 
the case in the event of peace. Without 
undertaking to estimate how much it 
would be, we can safely assume that its. 
existence would exert*a bearish-i 
sentimentally on the market. 

Peace also would result in restoring 
ocean freight rates to a normal basis 
and wows expedite the movement of 


it might be assuming too much to pre- 
dict that history will be repeated, it is 
safe to say that peace would increase 
the demand for wheat and that violent 
fluctuations would be experienced in the 
market and prices at times touch levels 
far above normal. 

~-In-the-meantime there are-features of 
the present situation in the wheat market 
which commend themselves to the atten- 
tion. of the trader. Condition of the 
American’ wheat crop is ety by the 
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Department of Agriculture at 85.7 
against 87.8 last year. Acreage is 40,- 
090,000, or 2,834,000 acres larger. The 
entire winter wheat belt at present 
writing is covered with a blanket of 
snow, which augurs well for the plant. 
On the other hand, to offset the favor- 
able start is the news from various coun- 
tries of Europe that acreage of the next 
crop is reduced and the seeding has 
been done under rather  unfavor- 
able conditions. This appears to be 


the case in France and also in Italy. 

Visible supply figures have passed the 
peak and from now on will probably 
show progressive shrinkage instead of 
increases. But world’s stocks of wheat 
are larger than they were a year ago. 
Compilations made by the Chicago Daily 
Trade Bulletin show a total as of Decem- 
ber 1 of 292,596,000 bushels compared 
with 276,715,000 on November 1 and 
246,005,000 a year ago. Details are 
given in the table herewith. 








Book Reviews 


These books are for sale by THE MAGAZINE OF WALL STREET. Prompt 
attention will be accorded all orders. 





PRODUCTIVE ADVERTISING 
By Herbert W. Hess. (Price, $2.60 postpaid). 





APVERTISING, the magic wand of busi- 
ness, is fast displacing or transforming 
all previous methods of selling. What elec- 


tricity is doing in the mechanical world, ad- 
vertising is more than duplicating in the field 
of business. 

Some of the brightest minds of the country: 
Philosophers, psychologists, efficiency experts, 
advertising agents, sales managers, etc., etc., 
have, in the last twenty years, elaborated 
an advertising theory and practice, which is 
not only entirely new and unique, but also 
proves most profitable. The Science and Art 
of Advertising we are developing in this coun- 
try is the wonder of Europe. 

To what stage of this development we have 
reached is shown in “Productive -Advertis- 
ing,” where Mr. Hess reviews the whole 
field of advertising in the form of a prac- 
tical manual. : 

The writer’s object is to give the student 
the elements and methods by which he will 
eventually succeed in creating, himself, an 
advertising campaign for a specific article or 
proposition. . 

The book tells him to what instincts, habits, 
emotional faculties he must appeal—explains 
the technique of advertising, lay-out, color, 
type, engraving, etc—maps out a whole cam- 
paign: trade-mark, appropriation, mediums, 
agencies, etc. Special chapters cover such im- 
portant subjects as: creating a vogue, dis- 
play, crowd psychology, universal appeal, ad- 
vertising English, economic effects of pub- 
licity, the “reason-why” copy. 

Written as a text-book, in short chapters, 
with numerous and appropriate illustrations 
and an excellent bibliography, Mr. Hess’ book 
makes most interesting and valuable reading 
on a stibject which is daily gaining in im- 
portance to every business man. 


I doubt if any concern can ‘survive now- 
adays which does not advertise, but adver- 
tising is a most intricate undertaking, if we 
want to do it right. Books of this kind, 
practical, instructive, suggestive, will prove 
a great help towards the right handling of 
this difficult problem. 


THE STORY OF THE TRUST 
COMPANIES 


By Edward Ten Broek Perine. 
Postpaid). 


ON’T you, at times, feel sick and tired of 
this mad rush of ours for business, money, 
orders, executions and the like; rush also 
for the elevators, the subway; rush for lunch, 
rush for dinner, and rush again for the 
theatre or evening party? Well, if you don’t, 
I certainly do—at times anyway—and it does 
me good to me up a book like this one and 
go back to the good old time, with its quaint 
old ways, where there was no efficiency, no 
subway, no elevated, no mad mobs and—since 
this is the title of the book—no Trust Com- 
panies to speak of. 

Do you know it is an awfully good thing, 
once in a while, to read history; not the his- 
tory they taught us at school, but just plain 
old fashion history, the kind that reads like 
a story, and shows you the people of for- 
mer days as they really were, acted, talked, 
rie} and did business. Not only is it re- 
freshing and restful, but you learn a lot of 
interesting things besides. 

Here we are, for instance, making all kinds 
of ado about rural credits. Well, but that is 
as old as the hills. That is just what the first 
Trust Companies came in existence for; so 
much so that the Farmers’ Loan and Trust 
Co. owes its name to the fact that it was 
formed to “grant credit to the farmers on 
rural property.” By the way, the story of the 
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Trust Companies is most amusing. You 
ought to read how the same old Farmers’ 
Trust came out in a quaint advertisement, 
telling their stockholders that they couldn’t 
continue their fire insurance business, for, 
as they say, “Who, if the company is liable 
to be ruined in a single night by fire risks, 
would take their grant of annuity for a term 
of years?” In other words, they couldn’t in- 
sure everything and everybody; so, they cut 
out fire insurance, as being too dangerous, 
to stick for a while to life insurance. They 
got out of that, too, in due course. In the 
meantime, they increased their capital to two 
million dollars, and are so proud of the fact 
that they proclaim that they are “the largest 
of any similar institution in this State.”—But 
that was in “836. So it goes, all through the 
book. Here is the panic of 1837, with riots 
in New York and placards appearing: 

No rag money, 

Give gold and silver 

Down with the 

Chartered Monopolies. 
The same old story, isr’t it? 

In 1857, the New York Tribune published 
an article beginning with this sensational para- 
graph: “The stock market was very active 
to-day, the aggregate sales, in and out of the 
Board, exceeding 25,000 shares.” 

What would Wall Street think to-day of a 
very active day with 25,000 shares in and out 
of the Board? 

Really, it is lots of fun to read real history; 
and then, too, it helps us to get a sense of 
humor and a true perspective on ourselves. 
We lift up our nose from the grindstone of 
our business, our present troubles, fights, wor- 
ries, and begin to see ourselves as future gen- 
erations will see us, toiling away at the same 
old problems that have puzzled our fore- 
fathers as much as they are puzzling us. 

The trouble with most_of us is that we take 
ourselves too seriously and are prone to think, 
as we rush along with anxious faces and 
worried looks, that the world’s care has been 
entrusted to us. Let us take it easy. It is 
not our “hustle and bustle” that makes the 
earth go around, and when, fifty years hence, 
they read the history of our time, they will 
have the same indulgent smile that comes to 
us to-day as we go over the record of the 
fights, hopes and fears of the men who lived 
and struggled before us. 


THE ELEMENTS OF INDUSTRIAL 
MANAGEMENT 


By J. Russell Smith. (Price, $2.12 postpaid). 


“TO manage,” as J. Russell Smith states, 
“is chiefly to make decisions,” and the 
purpose of his book is to help our future in- 
dustrial leaders and train their mind to the 
solving of the problems that face the works 
manager. 
The manager has to deal with both men 
and materials, and his task is to handle them 
so as to secure their harmonious co-opera- 


tion towards a certain definite object: maxi- 
mum production at minimum cost. 

Such a task is complex and nothing can 
take the place of actual experience, but this 
is a costly process, and our future managers 
will do well to profit, as far as possible, by - 
the experience of others, as carefully com- 
piled and studied out in this book. The 
author treats his subject from a practical 
standpoint, and takes up each one of the 
larger problems which the manager, the 
head of the organization, has to solve, such 
as, for instance, the location of the plant, 
overhead charges, standardization, various 
causes of failure, how to handle men, the 
question of wages, etc. 

What is needed in a manager is “thought” 
much more than action. Others will do 
the work; plenty of men can be found to 
do things. It is “thinkers” that are hard to 
find, men who can plan the work for others 
and direct them in its execution—men, in a 
word, who can do brain-work instead of 
hand-work or foot-work. Such men are few 
and get the large salaries. A book such as 
this one is written for them and all those 
who aspire to be on top—leaders and organ- 
izers—the men of brains. 


THE AUDACIOUS WAR 
By Clarence W. Barron. (Price, $1.10 post- 
paid.) 


Y EARS ago, I had read in one of Anatole 

France’s books—those incomparable gems 
of French thought, fancy and style—this seem- 
ing paradox that “war is business.” 

t is more than a coincidence that Mr. Bar- 
ron, editor of the Wall Sireet Journal, should 
come to the same conclusion, from a study of 
the present war at close range, which he un- 
dertook for the benefit of bankers and invest- 
ors in this country. 

“The Audacious War,” a most enjoyable 
and fascinating book, shows how the compli- 
cated tangle of tariffs and commercial treaties ° 
in Europe had threatened the peace of the 
world for years; how the rivalry between 
England and Germany .over the commercial 
mastery of the Orient brought the situation 
to a crisis; and why no solution could pos- 
sibly be found, except by force of arms, since 
“the business of Germany was war from the 
beginning under Kaiser Wilhelm II. and Ger- 
many was to made great on land and sea 
by the sword of war hacking the way for Ger- 
man Commerce, German Tariffs and German 
Commercialism.’ 

Of immediate interest, in these times of 
foreign loans, will be found the accurate — 
Studies of the way each Euro nation is 
standing the strain, “with England, the Giant 
Atlas, bearing the civilized world on its fin- 
ancial shoulders * * * summoning with 
one hand the resources of the empire and with 
the other passing them out to needy warring 
nations, takin - care all the while that the 
necesssary dealing of exchange and commerce 
have the least possible disturbance.” 





